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All financial information has been prepared in accordance with generally accepled accounting principles in
Japan. Amounts shown in this accounting report and in the attached material have been rounded down to the
nearest million ven. This document is an English ranslation of the Japanese-language original.
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—Note : Forward Looking Statements—
The figures contained in this DATA BOOK with respect to AIFUL's plans and strategies and other statements thal are not
historical facts are forward-looking statements about the future Performance of AIFUL which are based on managemsnt's
assumptions and belief in light of the information currently available to it and involve risks and uncertainties and actual
resuits may differ from those in the forward-looking statements as a results of various facts, Potential risks and uncertainties
include, without limitation, general economic conditions in AIFUL's market and changes in the size of the overall market
for consumer loans, the rate of default by customers, the level of interest rates paid on the AIFUL's debt and legal limits on

interest rates charged by AIFUL. This DATA BOOK does not constitute any offer of any securities for sale
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AIFUL Corporation (8515)
Head office: Kyoto City
Representative; Yoshitaka Fukuda

President and Chief Executive Officer

Inquiries: Kenichi Kayama, General Manager
Public Relations Department
TEL (03)3274-3560

Listing exchanges: Tokyo, Osaka

Date of the Board of Directors’ meeting to  May 8, 2003
approve financial statements:

The company adopted GA.AP. No
Note: U.S. accounting standards have not been adopted for the purposes of these statements.

1. Consolidated Business Results for the Year Ended March 31, 2003
(April 1,2002 — March 31, 2003)

(1) Consolidated Operating Results (Note: Figures have been rounded down to the nearest unit.)

In millions of yen - except per share data
Fiscal Year Ended March 31,

2003 2002

Operating Revenue 449458 13.2% 397,162 41.5%
Operating Income 115,995 4.2% 111,329 6.7%
Ordinary Income 111,797 6.4% 102,067 1.5%
Net Income 59,910 70.9% 35,063 (27.3)%
Net Income per Share (yen) 637.59 yen 390.00 yen
Net Income to Shareholders’ Equity Ratio 13.2% 9.6%
Diluted Net Income per Share (yen) - -
Ordinary Income to Shareholders’ Equity Ratio 5.2% 5.4%
Operating Revenue to Ordinary Income Ratio 24.9% 26.5%
Notes: 1) Equity method investment gain or loss for:

Fiscal year ended March 31, 2003: - million yen

Fiscal year ended March 31, 2002: - million yen

2) Average number of shares during:
Fiscal year ended March 31, 2003: 93,810,102 shares
Fiscal year ended March 31, 2002: 89,908,062 shares

3) Changesin accounting policies: Yes
4)  Percentage figures shown for operating revenue, operating income, ordinary income and net income show year-on-year change

(2) Consolidated Financial Position

In millions of yen - rounded down, except where noted

Fiscal Year Ended Fiscal Year Ended
March 31, 2003 March 31, 2002

Total ASSELS....o.iiviieiii e 2,282,113 2,029,633
Shareholders' EQUItY ..o 485,991 421,343
Shareholders’ Equity Ratio (%) .......cocooveveiviiciiinn, 21.3% 20.7%
Shareholders’ Equity per Share{Yen).................c.......... 5,143.45 4,523.01
Note: Number of shares issued and outstanding:

As of March 31, 2003: 94,468,362 shares

As of March 31, 2002:

93,155,415 shares




(3) Consolidated Cash Flows

In millions of yen - rounded down, except where noted

Fiscal Year Ended Fiscal Year Ended
March 31, 2003 March 31, 2002
Cash flow from operating activitieS........ccocoemerereecnrnenian (90,062) (183,755)
Cash flow from investing activities ... (57,172) (11,205)
Cash flow from financing activities..............ccoocovveerennnnn. 131,652 180,511
Cash and cash equivalents at the end of the period.............. 131,643 139,126

(4) Consolidated companies and companies to which equity method accounting applies

Number of consolidated subsidiaries: 9 companies
Number of non-consolidated subsidiaries accounted for by the equity method: 0 companies
Number of affiliated companies accounted for by the equity method: 0 companies

(5) Changes to which consolidated accounting and equity method accounting apply

Consolidated subsidiaries (Newly included): 2 companies (Excluded): 0 companies
Equity method accounting (Newly included): 0 companies (Excluded): O companies

2. TFiscal Year 2004 Full Year Projections (April 1, 2003 - March 31, 2004) (In millions of yen, rounded down)

Interim Period Ending, Fiscal Year Ending
September 30, 2003 March 31, 2004
Operating Revenue 241,988 494,522
Ordinary Income 54,384 122,012
Net Income . 28,621 65,056

Reference: Projected earnings per share for fiscal year 2004 (Fiscal year ending March 31, 2004):688.65 yen

“Caution Relating to Results Projections”
The above projections are based on the information available to management at the time they were made, and estimates involving
uncertain factors thought likely to have an effect on future results. Actual results can differ materially from these projections for a variety

of reasons.
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1. State of the Group

The AIFUL Group is composed of AIFUL Corporation and nine related companies, four non-consolidated subsidiaries and gne affiliated

company. The principal business of the Company is providing consumer finance services. The Company is also developing its secured

loan business as well as conducting activities in businesses such as real estate-related financing,

Business Classification AIFUL & subsidiaries Business Descriptions
Aiful Corporation The Company, its subsidiary Happy Credit Coroporation and Sinwa
- Happy Credit Corporation Co., Ltd. provide small-unsecured loans for consumers.
Consumer finance -
: . Sinwa Co., Ltd.
business —
Life Co., L.td
= Sanyo Shinpan Co., Ltd.
g Real estate-secured Aiful Corporation The Company provides real estate-secured loans.
g loan business
= _ - , - . :
£ | Third party-guaranteed Al.ful Corporanop The Company lends to small businesses
z. . Businext Corporation
= loan business ——
@ City’s Co., Ltd.
) ) Aiful Corporation The Company offers card shopping, per-item shopping, loans an
Shinpan credit Life Co.. Ltd guarantees for consumers.
business Bt
Sanyo Shinpan Co., Ltd.
Debt-collection AsTry Loan Services The Company manages and collects a full range of receivables and
business Corporation loans.
ol Real business Marutoh K.K. The Company buys, sells, leases, brokers and mediates real estate.
= cal estate business The business has not been performed since March 31, 2001.
“ Restaurant and City Green Co., Ltd. Holding company for City’s Co., Ltd.
amusement businesses

*Due to the transferral of business activities and the closing of stores in the Restaurant and Amusement businesses, AIFUL
took the decision to close its service business department as of March 31, 2003.




The organizational chart for the Company’s businesses is as follows.

Consumer finance business

Consolidated subsidiary
Happy Credit Corporation

Consolidated subsidiary
Sinwa Co., Ltd.

Consolidated subsidiary
Life Co., Ltd.

Consolidated subsidiary
Sanyo Shinpan Co., Ltd.

Real estate-secured loan
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Consolidated subsidiary
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Consolidated subsidiary
Life Co., Ltd

Consolidated subsidiary
Sanyo Shinpan Co., Ltd.
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Debt-collection business

Consolidated subsidiary

AsTry Loan Services Corporation
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Real estate business
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Consolidated subsidiary
Marutoh K.K.
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*City Green Co., Ltd. is not listed above, since it is a holding company of City’s Co., Ltd. and it’s not active in

business.

*Due to the transferral of business activities and the closing of stores in the Restaurant and Amusement businesses,
AIFUL took the decision to close its service business department as of March 31, 2003.




2. Management Policies

(1) Basic Management Policies

AIFUL’s primary mission is to eam the support of the
general public. The Company’s efforts to prioritize customer
convenience and become a reliable and creative general financial
Group are a reflection of this basic stance. This basic policy
motivates the Company’s endeavors to expand business and
become a source of profit for customers, stakeholders and
employees into the future

(2) Basic Policies on Profit Distribution

AIFUL’s basic dividend policy is to consistently distribute
profits to shareholders on the basis of a comprehensive
assessment of the economic and financial situation, industry
trends, and the Company’s own business performance. On the
basis provided by this policy, AIFUL works to distribute profits
to shareholders and maximize shareholder value via a medium to
long-term perspective.

AJFUL utilizes its retained earnings as a strategic resource
for new business growth through a variety of altematives, such as

remvesting funds in loans and financing mergers and acquisitions.

Creating resources for future growth in this way is central to
AIFUL’s efforts to meet investors’ expectations.

Internal rteserves are to be used to extend loans, in the
making of strategic investments geared to expanding the AIFUL
Group’s profit base. In this way, they will tie into improving
business results, operational efficiency, and allowing AIFUL to
continue to meet up to the expectations of its shareholders.

(3) Management Indicator Objectives

AJFUL believes that its position in the financial industry
makes 1t essential for management to raise efficiency in the use
of assets and the returns gained on those assets. Consequently,
AIFUL’s chief management goal is to maximize ROA, with a
medium-term goal of consolidated ROA of 3% having been set in
this respect.

(4) Medium and Long-Term Business Strategies

Japan’s consumer credit market 1s currently worth
approximately 63.6 trilion yen, a total that includes of 15.4
trillion yen in retail credit and 35.9 trillion yen in consumer loans
(excluding deposit and savings-secured loans). Consumer finance
companies in particular have continued to see high growth in the
conswmer loan market, expanding trom a 5.0% share in 1990 t0 2
27.0% share, worth some 9.7 trillion yen, in 2001. AIFUL has
continued to grow faster than the market for consumer finance
companies has expanded for the next three to five years, but
AJFUL’s medium to long-term market predictions suggest that
the market is likely to mature in the near future. Consequently,
the Company has established the goal of becoming a general
retail-sector financial company as its key management strategy.

In order to realize this goal, AIFUL is promoting
management strategies geared towards diversitying product
Imeups and sales channels. The Company will also secure the
brand value of each group company whilst also producing
synergistic effects through affiliations and efficient market
development. With its three existing product categories of
unsecured loans, small real estate-secured loans and small
business loans retaining their central role, AIFUL will introduce

cash flow credit as part of its product diversification strategy,
thus developing and marketing new products designed to satisfy
customer needs,

With regards to product diversitication, we are currently working
to expand our product and service lineups to cater to the
ever-widening needs of our customers. At present, we offer
consumer-finance products such as unsecured loans, real-estate
secured loans, and business loans. At a groupwide level, we also
ofter such services as credit cards, other credit services, and
guarantees. Fundamentally, AIFUL is aiming to put in place a
structure, which eliminates overlap losses between group
companies, and provides customers with a full selection of
products and services. In so doing, the company will cater to
each and every need consumers bring to the retail industry.

Moving onto strategies to diversify channels to new
customers, AIFUL will form affiliations with companies active in
other industries. Establishing new companies, purchasing
companies through M&A, and utilizing new infrastructure such
as the Internet: all these initiatives and more will tie into offering
customers new levels of convenience.

During the current consolidated fiscal year, AIFUL obtained
42.2% of the stock m City’s Co., Ltd., a company that extends
business loans. At the same tlme, AIFUL purchased City Green
Co., Ltd., the holding company of City’s Co., Ltd., through a
simple exchange of stock. With the acquisition of this company,
which owned the remaining 57.8% of the stock of City’s Co.,
Ltd., AIFUL took a major step in reinforcing the position of the
business loan segment of its business activities.

(5) Basic Stance With Regards to Corporate
Governance and Current Status of Related
Policies

AJFUL takes speed m decision-making, the establishiment of
appropriate  management-supervision  functions, and the
reinforcement of compliance systems as its basic policies n the
important domain of corporate governance.

On the basis of these underlying policies, the AIFUL Board
of Directors meets weekly to discuss the management issues and
business opportunities facing the company. These meetings allow
investigations to be conducted, and appropriate management
strategies to be formulated and swiftly implemented.

In  management-supervisory functions, the Board of
Auditors (which consists of four auditors, including two external
auditors) and completely extermal auditing companies are the
chief means by which AIFUL ensures its activities are in line
with the law. Management is confident that the existing system
serves this purpose adequately, and as such has no plans to
relocate the relevant committees to separately established
companies, a move which, it is thought, would not yield any
significant improvement.

AIFUL places the utmost importance on ensuring full
compliance with all applicable laws and regulations, and has had
an Investigation Department and Legal Department in place for
some time. Other steps taken here include the distribution of a
copy of the “AIFUL Group Ethical Code” to each and every
employee, and the creation of a hotline, operated under the
auspices of the Personnel and Investigation Departments, by
means of which possible breaches of this code can be discussed.

Continuing in the same vein, AIFUL has also put in place a
new Compliance Committee, composed of lawyers and other
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external members, with responsibility for questioning the Board
of Directors and matters of import. Meeting monthly to gather

information relating to business risks, the Committee’s
responsibilities include the implementation of preventative
measures, employee education. In this way, it plays a vital role in
supporting and reinforcing compliance systems throughout the
whole company.

With regards to disclosure, AIFUL takes as its basic policy
the timely delivery of a wide range of company information to
mvestors, shareholders and other interested parties and a
commensurate enhancement of external checks of AIFUL’s
operations. This in turn is intended to give rise to effective
corporate governance. AIFUL takes a proactive stance in this
mmportant area, not only disclosing all appropriate mformation,

but also presenting the opinions and desires of shareholders and

investors periodically at meetings of the Board of Directors and
to departmental heads. This system makes clear AIFUL’s
commitment to making corporate govemance a concrete reality.

On the basis of these sorts of highly transparent
management policies, AIFUL is taking a proactive stance on all
aspects of disclosure operations. The Public Relations and
Investor Relations Departments, both of which specialize n this
important area, ensure full disclosure of relevant information
through a steady stream of press releases, business result data
books and similar materials, whilst also maintaining an
IR-dedicated website (http://www.ir-aiful.com), and an active
presence in the mass media both in Japan and overseas. In
addition to all of this, AIFUL regularly holds meetings to
introduce the company to investors and analysts, and is vigilant
in providing desired information about the company to such

parties. This full range of disclosure activities is illustrative of

AIFUL’s commitment to timely and appropriate disclosure.

This msistence on excellence saw AIFUL singled out by the
Tokyo Stock Exchange in January 2003 as a company with
outstanding disclosure operations, an achievement that ecamed the
company the 8% Listed Company Disclosure Award. Refusing to
rest on its laurels, AIFUL will continue to adopt the dynamic
attitude that quality in disclosure operations demands.

(6) Brand Strategy Policies

In October 1999, AIFUL commenced a branding project that
cut horizontally across the entire company. To date, this project
has been responsible for generating a wide range of proposals
related to the company’s branding mitiatives. From April 2003
onwards, the system has been revitalized by bringing it under the
direct control of top management, which has positioned it as its
highest priority.

Under the new project, ‘A Company for Security and
Creation’ was selected as the concept to unity the large number
of different AIFUL brands. Taking improvement in corporate
value, itself based upon progress in customer satisfaction and
employee satisfaction, as the primary goal for brand strategies,

AIFUL plans to in turn boost investor satisfaction. In this manner,

the company will make real ‘Prosperity for all’, the management
ideal outlined in its corporate principles.

On another front, AIFUL will continue to regard its
responsibilities as a corporate citizen with the utmost seriousness.
Supporting local marathons and other sporting events that allow
the company to create ever more intimate bonds with
communities will play a key role in this respect.

(7) Challenges

AIFUL has expanded and grown steadily since its
establishment as a consumer finance company. As outlined above,
however, the consumer credit market is expected to move mto a
period of stable growth, and consequently competition will
become even fiercer, extending beyond the retail credit and
consumer finance market segments. To prevail in this
competition, AIFUL has added subsidiaries such as Life Co., Ltd.,
to the Group and prepared the groundwork to becoming a general
retail finance company with products and marketing channels
that can adapt to any situation. Pursuing synergistic effects
dertved from the combination of each group company’s
management assets—reflecting the brand concept of reliability
and creativity—and endeavoring to ensure stable revenues,
AIFUL will continue to build on this foundation.




3. Results of Operations

(1) Summary of Operations

Business Environment

At the same time, the current consolidated fiscal year
witnessed a continued heightening in the fierce competition for
market share that had already overtaken the industry. With
traditional boundaries between the consumer finance, credit,
credit card and banking industries dissolving, banks have made
aggressive entriss into the consumer finance industry and
consumer finance simular entries into the credit card business.
Similarly, guarantees on personal loans are now being extended
as part of new alliances between consumer finance companies
and banks, in yet another sign of the changing face of the
industry.

Against this operating backdrop, large consumer finance
companies advertised aggressively with commercials and other
media. However, the above factors combmmed to result in
contmued sluggishness in salaries and borrowing. As a result, the
number of new unsecured loan customers showed little growth in
the second half of the year, while numbers of new customers for
the four major companies were the same as in fiscal 2001.

In this fiscal, large consumer finance companies embarked
on a series of new mitiatives. These included entering the
consumer card and credit card businesses, establishing joint
ventures with banks and forming aftiliations with security
companies, and moving mto the service mdustry. Although
strategies differed between companies, it appears that the
industry is beginning a reorganization that transcends the
traditional boundaries between consumer finance, consumer
credit, credit cards and banking services.

Operations
(1. ATIFUL Corporation)

During the fiscal year under review, AIFUL’s loan business
witnessed the company pursuing product diversification
strategies In unsecured loans, teal-estate secured loans, and
business loans to more comprehensively cater to customer needs.

These efforts tied into solid progress in loan balances at end of

period.

In attempts to boost sales efficiency, AIFUL also brought
renewed focus to the ‘scrap and build’ policy it adopts with
regards to its branches. This shift took the numbers of staffed and
automated locations at the end of the period to 536 and 1,040
respectively, for a total of 1,580 branches dedicated solely to
providing customers with secured loans.

CD-ATM networks benefited from the forging of alliances
with eleven new banks, which took the number of CD-ATMs
ATFUL customers have access to 42,738 mcluding AIFUL’s own
ATMs. Furthermore, October of this year saw the creation of an
ATM alliance with IY Bank Co., Ltd., as a result of which AIFUL
customers will be able to make use of cash withdrawal and
paying-in services at the Seven-Eleven convenience store chain.
These developments represent major network —expansion
achievements.

The number of new customers gained during the current
consolidated fiscal year fell 12.4% over the previous year to
400,000. The key factor in this decline was the fall in borrowing
brought on by such varied factors as a worsening of the mcome
and employment situation and a more general sense of economic
uncertainty. However, the new CM service unveiled in August

2002 has started to pay dividends, and there are already signs of a
recovery in this important indicator. Additionally, that proportion
of new customers who sign up to AIFUL services via Intemnet, be
it in the form of personal computer or mobile phone, has
increased to account for more than 6% of the total in a sign of the
growing importance of this marketing channel.

Real-estate secured loans and business loans have been
posttioned as that business area which will support AIFUL’s
growth after the predicted flattening out of the unsecured loan
market. As such, AIFUL continues to adopt aggressive strategies

in this area.

In the credit card business, AIFUL was designated a
principal member with MasterCard in June 2002. In addition, the
systems and infrastructure of New Life Co., Ltd. made possible
the issue of a MasterCard credit card under the AIFUL brand.

As a result of the foregoing, loans rose 7.6% over the
previous year to come to 1,413,340 million yen at year-end.
Expenses for doubtful receivables rose 32.2% to 86.3 billion yen
due to the climbing unemployment rate and the rise in personal
bankruptcies. In response to this trend, AIFUL has resolved to
improve the accuracy of its credit investigation system and
reinforce its standards for offering credit. To this end, the
company introduced its Seventh Scoring System n April 2002.

Even amidst the difficult operating environment outlined
above, ATFUL will strive to maintain focus on the twin goals of
providing high-quality customer services and cutting costs
through improving efficiency in operations. To this end, the
company plans to integrate the marketing operations conducted
throughout its 536-strong nationwide network of statfed branches
in two contact centers, one each in east and west Japan. Both
centers are dug to commence operations in October 2003.

Moving onto policies aimed at boosting the operational
efficiency of other business areas, AIFUL took the decision to
withdraw from the restaurant business in order to concentrate its
management resources in retail finance services. All operating
assets mvolved in this business area have been transferred to Bee
Bee Restaurant Co., Ltd.

In the guarantees business, positioned as an important new
source of revenues, AIFUL is expanding its alliances. The
company now offers guarantees for busmess loans offered by
Saitama Resona Bank Co., Ltd. and Kinki Osaka Bank Co., Ltd.
At the end of the current consolidated fiscal year, AIFUL had
forged such partmerships with a total of 24 banks and two other
companies.

(2. Life Co., Ltd.)

During the current consolidated fiscal year, Life Co., Ltd.
withdrew from the low-profit auto loan business and poured
management resources mto such high-profit areas as credit card
shopping and cashing loans, and other consumer finance areas in
order to construct a more stable profit base. This gradual shift
from a low-profit asset portfolio to a high-profit asset portfolio
will continue in the years to come.

In the credit card business, number of cardholders is the
single most important factor in securing profits. Accordingly,
Life built on agreements with men’s clothing store Aoyoma
Syouji_and electric goods chain DeODEO by striking an alliance
with Komeri Co., Ltd., a key player in the home center market, a
development which has tied directly into the issue of joint credit
cards. In terms of proper cards, Life continues to develop new




products such as the ATASHInN'CHI credit card. Released in
October 2002, this card incorporates characters from the popular
cartoon of the same name in original designs. On a different note,
August 2002 saw Life introduce an automatic voice-response
system at its support centers. Allowing customers to make
inquiries regarding their current credit balances and payment
details and also gain access to a range of Internet services offered
by affiliated stores, this new option made significant
contributions to maintaining excellence in customer service.

As a result of the foregoing, the total number of credit card
holders at the end of the current consolidated fiscal year rose
1,110,000 over the same time the previous year to 9,830,000.

In the per-item credit business, the current consolidated
fiscal year saw Life make aggressive efforts to expand its
network of affiliated stores. As a result, the total number of such
stores rose to 82,000 at year-end.

In the consumer finance business, similarly proactive
network expansion initiatives and the relocation of existing
branches to more favorable locations resulted in the addition of a
total of 38 new branches. The total number of Life Cashing
Plazas at year-end was 164.

In the guarantees business, Life staged a withdrawal from
offering auto or home-related loans, whilst also revising its
guarantee rates on bank loan guarantees and cultivating alliances
with new loan guarantee parters. These efforts resulted in
agreements with 24 new banks, taking the total number of partner
financial institutions to 70.

Volume of business for the pertod was as follows. Life’s
credit card business and the per-item business for this fiscal year
were recorded as 276,542 million yen and 144,493 million yen.
These factors took Life’s total balance of loans to customers and
credit guarantee installment receivables at the end of the fiscal
year under Teview up 10.4% over the same time the previous year
to 676,093 million yen, a figure which includes 250,936 million
yen of oft-balance sheet receivables resulting from the
liquidization of certain other receivables. The breakdown of this
figure was as follows: credit cards down 4.2% to 64,069 million
yen, per-item credit up 16.6% to 170,854 million yen, credit card
cashing loans up 23.9% to 310,749 million yen, credit guarantee
mstallment recervables down 14.2% to 117,849 million yen, and
other busimesses down 22.0% to 12,570 million yen.

Synergies Resulting From the Acquisition of Life

Since its purchase by AIFUL, Lite has significantly
improved its profit base, and is now making valuable
contributions to the income of the AIFUL Group. However, the
synergies made possible by the acquisition of this company do
not stop there.

Life has benefited thanks to access to AIFUL's scoring and
credit investigation expertise and its debt collection know-how.
These additions are making major contributions to the rapid
growth of Life’s cashing loan business, and the company’s
newfound management efficiency.

For its part, Life has provided AIFUL with an enhanced
understanding of the credit card business and means of

mtroducing related systems in an affordable manner. Furthermore,

Life and AIFUL are also jointly developing IT systems and
integrating their back office staff’ divisions in an attempt to
introduce still higher efficiency in the use of capital. In addition,
AIFUL and other group companies have acted in unison on a
wide variety of fronts in order to enable new cost reductions.

Streamlining the group’s database of transaction partmers and
sharing purchasing know-how have been two of the mmain
contributors in this respect.

The addition of Life to the AIFUL Group represents the
acquisition of a major credit card brand, an invaluable asset not
possessed by any of AIFUL’s main competitors. Not only does
this asset bring a new strength to brand strategies, it also makes it
possible to introduce higher levels of flexibility and
expandability to alliances and jont ventures than would be
otherwise are possible.

(3. Other Group Companies)

Businext, a joint venture set up in conjunction with the
Sumitomo Trust and Banking Co.. Ltd., has been focusing its
attention on Direct Mail-related operating activities and building
up a base of high-quality loan clients. These etforts took the
company’s total loan balance at the end of the current fiscal year
15,397 million yen.

In October 2002, City’s Co., Ltd. became a member of the
AIFUL group. Since that time, the company’s existing credit
investigation know-how and human assets have been augmented
by AIFUL’s information management systems and management
expertise. This combination has resulted in a considerable
reinforcement of the company’s management base, which i tum
played a key role in taking loans at the end of the cument
consolidated fiscal year to 29,176 million yen. At present, the
company is paying careful attention to the shifting economic

. climate n planning its next moves.

Moving onto other group companies, consumer finance
companies Happy Credit Corporation, Smwa Co., Ltd. and Sanyo
Shinpan Co., Ltd. have all now introduced AIFUL’s scoring
systemn, an important step towards bolstering credit investigation
systems to guard against further increase in expenses for doubtful
receivables. Synergies of the type created in this manner are a
major goal throughout the AIFUL gToup Loans at the end of the
year came to 31,587 million yen, 22,263 million yen, and 11,865
million yen (all including balances of mstallment receivables) at
Happy Credit Corporation, Sinwa Co., Ltd. and Sanyo Shinpan
Co., Ltd.

Happy Credit Corporation, Sinwa Co., Ltd. and Sanyo
Shinpan Co., Ltd. took advantage of synergies with AIFUL to
introduce AIFUL’s credit scoring knowledge. As a result, Happy
Credit’s outstanding loans totaled 31,587 million yen at the fiscal
year-end, with Sinwa’s total of outstanding loans coming to
22,263 million yen and Sanyo Shinpan’s outstanding loans
totaled 11,865 million yen. Similar synergies look likely to be
possible m the future as well. These group companies are all
demonstrating solid growth.

AIFUL customers are now able to make use of ATMs
belonging to any AIFUL Group company. This development
represents a significant boost for customer convenience and is
indicative of the operating synergies the group is currently
enjoying.

As a result of the above factors, AIFUL and its six
subsidiaries had 1,833,702 million yen in outstanding loans,
235,873 million yen in installments receivable, 128,744 million
yen in credit guarantee receivables and 12,738 million yen in
others. These figures include 250,936 million yen in liquidation
of certain other receivables, which itself consists of 162,920
million yen in outstanding loans and 88,015 million yen in
installment receivables.




Capital Procurement

AIFUL procured capital during the year in a variety of
ways: borrowing 57.5 billion yen through liquidization methods,
issuing standard domestic bonds to the sum of 100.5 billion yen,
and taking out syndicated loans overseas. These activities
constituted a continued diversification of the company’s capital
procurement avenues.

Financial institutions with  which  AIFUL  conducts
transactions also increased by 26 during the year, considerably
fleshing out the company’s procurement base in another
dimension. Additionally, AIFUL moved to guard agamst the
adverse effects of future rises in interest rates by purchasing
interest caps, thereby increasing the fixed interest ratio. These
efforts will continue into the future as AIFUL continues to
diversify the techniques whereby it obtains access to low-price,
stable sources of capital.

Operating Results

As a result of the above activities, operating revenue for the
year jumped 13.2%, to 449,458 million yen for the consolidated
fiscal year.

AIFUL’s operating revenue climbed 5.7% to 324,671
million yen, comprising 72.2% of the Group’s revenues. Life
recorded operating revenue of 102,392 million yen, accounting
for 38.3% comprising 22.8% of the Group’s revenues. Of the
total, 406,483 million yen, or 90.4%, was accounted for by
operating interest on loans, 23,056 million yen, or 5.2%, by
revenue from installment receivables, 4,132 million yen, or 0.9%,
by guarantee revenue, and 15,785 million yen, or 3.5%, by other
revenue.

Operating interest on loans accounts for.77.6% of AIFUL’s
revenues. This figure can be broken down into 83.4% in
unsecured loans, 15.1% in real estate-secured loans and 1.5% in
business loans.

Operating expenses for the AIFUL Group totaled 333,462
million yen. AIFUL’s operating expenses accounted for 65.3%, or
217,727 million yen, of this total, while Life’s operating
expenses accounted for 28.3%, or 94,534 million yen. Of total
group operating expenses 134,125 million yen, or 40.2%,
consisted of expenses for doubtful receivables, 38,479 million

yen, or 11.5%, of financing expenses, 21,747 million yen or 6.5%.

of advertising expenses, 48,099 million yen,
personnel expenses, and 19,291 million yen,

or 14.4%, of
or 5.8%, of

commissions paid.

The 2,638 million yen m write-down of consolidation
adjustment account accrued with the purchases of Life Co., Ltd.
and Sinwa Co., Ltd. was recorded as an operating expense.

As a result, consolidated operating income for this fiscal
year rose 4.2% to 115,995 million yen, and AIFUL’s operating
income increased 3.2% to 106,944 million yen, net income

jumped 70.9% to 59,910 for the fiscal year. Consolidated

ordinary income for the fiscal year rose 6.4% to 111,797 million
yen, while AIFUL’s ordinary income rose 0.4% to 107,100
million yen and net income this fiscal year rose 44.2% to 55,317
million yen.

(2) Fiscal 2004 Outlook

As the slowdown of the global economy comes to be seen as
increasingly certain, the Japanese economy too continues to
suffer from stagnation in corporate profits, employment-related
uncertainties, and other factors. Accordingly, predictions about
how economic environments will develop in the near future are
rendered extremely difficult.

The finance industry is not removed from these problems,
struggling as it is with high levels of unemployment. Bankruptcy
rates look set to keep rising, forcing management to conclude
that improvements in the AIFUL Group’s business conditions
cannot be hoped for yet.

In response to these challenges, AIFUL will continue to set
itself unambiguous goals as it commits the energies of the entire
group to pushing up its balances for high-quality loans. Working
for maximal cost reductions and all-round improvements in
management performance, the company will maintain steady
flows of income.

After consideration of the issues described above, we
predict a 10.0% increase to 494,522 million yen on the part of the
AJIFUL Group’s consolidated operating revenue, and a 6.2%
increase to 344,849 million yen in AIFUL’s operating revenue.

Consolidated ordinary mcome is expected to jump 9.1% to
122,012 million yen, with a 6.2% rise to 344,849 million yen in
AIFUL’s non-consolidated ordinary imcome. Consohdated net
income is expected to climb 8.6% to 65,056 million yen, while
AIFUL’s net income is expected to jump 2.2% to 56,532 million
yen.




4. Financial Situation

Assets

Loans totaled 1,670,781 million yen, an increase of 12.7%
over the previous year. This was primarily due to steady
increases in group loans. AIFUL’s loans rose 7.6% to 1,413,340
million yen, Life’s loans rose 51.2% to 147,828 million yen;
Businext’s loans increased 89.7% to 15,397 million yen.

Installment receivables rose 22.4% over the same time the
previous year to 147,857 million yen due to the steady progress

made by the credit card shopping and per-item credit businesses
at Life Co., Ltd.

Credit guarantee receivables fell 8.1% to 128,744 million
yen, as Life ended its involvement in the low-revenue guarantee
business. Allowance for bad debt was increased 20.0% to
132,130 million yen, in consideration of economic conditions in
fiscal 2003. (Consolidated loans and installment receivables do
not include 162,920 million yen, rose 6.4%, in Life’s liquidation
of certain other receivables and loans and fell 1.7% to 88,015
million yen in installment receivables.)

Adjustment for consolidated accounts fell 5.1%, to 22,046
million yen. '

Liabilities

Total capital procured, including debt, commercial paper
and bonds rose 12.0% to 1,504,968 million yen. This was due to
an increase in financing to correspond with the steady increase in
AIFUL, Life and Sinwa’s operating receivables.

Shareholders’ Equity

Consolidated shareholders’ equity at the end of fiscal year
rose 15.3% over the previous year to 485,991 million yen, and
the equity ratio stood at 21.3%. AIFUL’s non-consolidated
shareholders” equity rose 12.0%, to 470,834 million yen,
AIFUL’s sharcholders’ equity ratio is 24.7%.

Cash Flows

Despite procuring considerable amounts of capital through
the issuance of new stock and bonds, consolidated cash and cash
equivalents stood at 131,643 million yen at the end of fiscal year,
a 7482 million yen gain over the previous year. This was
primarily due to an increase in outstanding loans through
operating activities.

Net cash used in operating activities was minus 90,062
million yen, compared to 183,755 million yen in the same period
of the previous year, due to an increase in loans.

Net cash used in investing activities totaled minus 57,172
million yen, compared to minus 11,205 million yen in the same
period of the previous year, due to the acquisition of fixed assets.

Net cash provided by financing activities came to 131,652
million yen due to the liquidation of certain other receivables and
the issuance of new stock along with the expansion of operating
activities and investment activities. The figure for the previous
year was 180,511 million yen.
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4. Consolidated Financial Statements
(1) Consolidated Balance Sheets

In millions of yen - rounded down, except where noted

For the current For the previous

fiscal year

As of March 31, 2003

fiscal year

As of March 31,2002

Increase (Decrease)

(Assets) Amount % Amount % Amount %
Current Assets:
Cash and cash equivalents..................... 132,296 140,757 (8,461)
LOanS ..o 1,670,781 1,482,796 187,985
Installment receivables...........ooccoveiiian. 147,857 120,756 27,101
Credit guarantee receivables.................. 128,744 140,142 (11,397)
Other operating receivables..................... 12,738 16,113 (3,374)
Marketable Securities............cooeveereeininnns 510 268 24]
Property and stored goods...........c..ocvoeene. 723 1,214 {491)
Deferred tax assets .......c.ocooooveiieiinnn, 25,582 9,970 15,611
Short-term 10ans............ccooviceerivininne, 30,183 7,183 22,999
Other oo 61,487 44,312 17,174
Allowance for bad debts............c...oooen. (113,43R) (92,117 (21,321)
Total current assets...... 2,097,467 91.9 1,871,399 92.2 226,067 12.1
Fixed Assets:
Tangible Fixed Assets:
Buildings and structures................cc..o..... 17,449 19,630 (2,181)
Machinery and vehicles...............c.ocooove. 38 49 (11)
Equipment and fixtures ...........ccooveveerennn. 6,626 6,255 371
Rental assets.......c.oooocviiiiiii 2 9 (7
Land ..o 14,801 15,162 (360)
Construction in process account............... 3,093 - 3,093
Tangible fixed assets......ccoveieverenns 42,012 1.8 41,108 2.0 903 22
Intangible Fixed Assets:
Software ... 16,346 7,429 8,917
Telephone rightS ..o 811 777 34
Consolidation adjustment account ........... 22,046 23,239 (11,93)
Other oo 39 813 (774)
Total intangible fixed assets............... 39,243 1.8 32,259 1.6 6,984 21.6
Investment and Other Fixed Assets:
Investment in securities..............ocoeeoe 11,285 9,056 2,228
Claims in bankruptcy .....ocoovovviveeverienen 17,363 14,267 3,095
Long-term loans..........cccoccooeiieeieieinn, 20,395 12,987 7.408
Lease deposits and guarantees ................ 10,850 10,898 (47)
Deferred tax assets .....ccoocvvieiirvivinnnn 16,591 21,264 (4,673)
Loss on deferred hedge ... 33,674 22,930 10,743
Other ..o, 11,384 9,890 1,493
Allowance for bad debts........................... (18,691) (17,220) (1,470)
Total investment and other fixed assetS...uevveeenens 102,854 4.5 84,075 4.1 18,778 22.3
Total fixed assets: .....ccverveecrrecreernnens 184,110 8.1 157,443 7.7 26,666 16.9
Deferred Assets:
Bond issuing expenses .............ccoceeeeeninns 535 790 (255)
Total deferred assets...ccovvienieniecnrennnenne. 535 0.0 790 0.1 (255) (32.3)
Total ASSELs: .cvvrvvirreircernrrcncreernnneretresarsaeaese 2,282,113 100.0 2,029,633 100.0 252,479 12.4
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3 AIFULCORPORATION

Consolidated Balance Sheet (cont.):

In millions of yen - vounded down, except where noted

For the current For the previous
fiscal year fiscal year Increase (Decrease)
As of March 31, 2003 As of March 31, 2002
(Liabilities) Amount % Amount % Amount %
Current Liabilities:
Notes & accounts payable - trade ............. 22,932 24,056 (1,124)
Credit guarantees payable......................... 128,744 140,142 (11,397)
Short —term loans debt.........cocoeeoeiinan, 55,365 37,491 17,873
Current portion of bonds........................... 74,500 71,000 3,500
Current portion of long-term debt............. 416,152 375,271 40,881
Commercial paper..........ocooviviei s 13,500 15,000 (1,500)
Income taxes payable................................ 37,627 16,891 20,735
Accrued bONUSES.........cc.oovveeeieiieenae 3,759 3,990 (231)
Gains on deferred installments ............... 11,089 8,878 2,210
OtheT v 41,174 36,390 4,783
Total Current Liabilities........cccorvevnievrnrernenes 804,845 353 729,114 359 75,731 10.4
Long-term Liabilities:
Bonds.....oocooooviiiie 377,500 351,500 26,000
Long term debts ..o 567,950 494,009 73,940
emplovees e e 16 5,958 L677
Girectors e e L150 1,067 82
INTETESt SWAPS wievvvivvcvicviiiriee e 32,119 22,304 9,814
OheT .o 890 824 65
Total Long-term Liabilities................ 987,247 43.2 875,665 43.1 111,581 12.7
Minority interests:
Minority Inferests ...........ocoovevevriviine i 4,028 0.2 3,510 0.2 517 14.7
Shareholders equity:
Common $tock........cccooveiiviei, 83,317 3.6 83,317 4.1
Additional paid-in capital ..........c....c..eevnes 104,125 4.6 94,047 4.6
Consolidated retained earnings............... 300,924 13.2 246,239 12.1
ket Securites (23 0.0) 1) ©0)
Treasury stock........ccovveiiiiiieereeiiee, (2,052) (0.1) (2,045) (0.1
Total Shareholders’ Equity ................ 485,991 213 421,343 20.7 64,648 15.3
Total Liabilities, Minority Interests and 2,282,113 100.0 2,029,633 100.0 252 479 12.4

Shareholders’ EQUity....cccoveerivvveiecnecrnninne.
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(2) Consolidated Statement of Income

In millions of yen - rounded down, except where noted

For the current For the previous
fiscal year fiscal year
Increase (decrease)
Apr. 1,2002 to [ Apr. 1, 2001 toJ
Mar. 31, 2003 Mar. 31, 2002
Amount % Amount % Amount Yo
Operating Revenue..........ccoceerrevererennvraaerones 449,458 100.0 397,162 100.0 82,296 13.2
Interest on loans to CUStOMErs ....c....oooveeeeeen. 406,483 90.4 359,318 90.5 47,165 13.1
Credit card revenue...........oooviveevivreeceeerenn, 7,877 1.8 6,742 1.7 1,135 16.8
Per-item credit revenue..........cooooeeooeveenennnnn. 15,178 34 10,353 2.6 4,825 46.6
Credit guarantee revenue................c.coccoeven. 4,132 0.9 4,076 1.0 56 1.4
Financial revenue - other..........c.ocooeveivnninns 321 0.1 525 0.1 (203) (38.8)
Interest on bank deposit.........c..ccocevvinnns 18 86 (68)
Interest on marketable securities .............. 1 1 (0
Interest on 10anS..........c.oocvveierieiivereeeen, 267 199 67
Other oo 35 237 (202}
Operating Revenue - other ... 15,463 34 16,146 4.1 (682) (4.2)
Sales Of Property....ccoooovevvvvveeiviiecceenn, 306 2,823 (2,517)
Revenue from service business ............... 935 1,246 31
Bad debts write-off recovery.................... 6,431 5,715 715
Other .o 7,790 6,360 1,430
Operating Expenses.......cciiiinininniiin 333,462 74.2 285,832 72.0 47,630 16.7
Financial expenses...........ccccoivvvveevcveinnns 38,479 8.6 34,615 8.7 3,864 112
Interest Xpense .......o..cceeveeieveieeree e, 25,126 21,987 3,139
Interestonbond...........ccooooiiiiiii 9,985 9,704 281
Other oo 3,367 2,923 444
CoSt Of SAlES ..ot 562 0.1 3,025 0.8 (2,463) (81.4)
Cost of sales of property.........c..c.ocoveven.n. 296 2,677 (2,381)
Cost of sales of restaurant business .......... 266 348 (81
Operating Expenses - other.......................... 294,420 65.5 248,191 62.5 46,228 18.6
Advertising eXpenses........ccooviiirrireirencan, 21,747 26,845 (5,097)
COMMISSIONS .....voovvoiiieiieeeeeee e 19,291 19,667 (376)
Loan LOSSES oovviveii e 20,963 7,925 13,037
Transfers to allowance for bad debts ........ 113,162 82,020 31,141
Employee salaries and bonuses ................ 35,614 33,166 2,448
Transfers to accrued bonuses.................... 3,759 3,990 231)
Retirement benefit expenses.................... 3,186 1,353 1,833
Ferement bones o 104 114 ©)
Rent fees. . .o, 24,353 22,959 1,394
Depreciation expense..................ccccoeeennn. 6,672 6,929 (257)
P 3,178 (540
Other ..o, 42,926 40,041 2,885
Operating Income......coooniniircnninnciesonsicnene 115,995 25.8 111,329 28.0 4,665 4.2




Consolidated Income Statement (cont.):

In millions of ven - rounded down, except where noted

For the current For the previous
fiscal year fiscal year
Increase (decrease)
Apr. 1, 2002 to [ Apr. 1, 2001 to
Mar. 31,2003 Mar. 31, 2002
Amount %o Amount % Amount %
Non-operating income......c.corververevrersverssnsense 1,303 0.3 1,333 0.3 (29) 2.2)

Interest 0N 108NS ...vovvveveriiiecic e 52 24 27

Dividends received.................c.ooooeeieienins 99 31 68

Insurance dividends received .................... 325 530 (204)

Other ..o 825 746 78
NOR-0perating expenses .........emseeseerans 5,501 1.2 7,595 1.9 2,093y (27.6)

Transfer allowance for bad debts ............. 4,387 2,371 2,016

New share issuing expenses...................... - 4,234 (4,234)

Amortization of bond issuing expenses............ - 72 (72)

Other ..o 1,114 916 197
Ordinary inCome....covvneerverecrienirensnrecssencenens 111,797 24.9 105,067 26.5 6,729 6.4
Extraordinary income........................ e, 444 0.1 1,729 0.4 {1,284)  (74.3)

Allowance for bad debts from previous 38 210 a7

VAT 1.ooviviieiei ettt

Gain on sale of investment securities ....... 212 140 71

Liquidation on lease deposits and guarantees.... 135 1,057 (922)

OhEr ..o 58 320 (262)
Extraordinary loSses.....ieicninniesressonecnnnes 4,788 1.1 44,948 11.3 (40,160) (89.3)

Loss on valuation of fixed assets.............. 540 31,240 ‘ (30,700)

Loss on sale of fixed assets........................ 374 121 253

chvaluation o 1eal st fo s : 2,147 @2.147)

Loss on valuation of investment securities........ 858 706 151

Transfer allowance for bad debts ............... - 118 (118)

Loan 10SSes.....c.ooveieiiiiie e 4 351 (346)

o 1238 : 128

Consolidation adjustment account write-off...... 1,048 9,130 (8,082)

OthEr oo, 724 1,131 (407)

Income before taxes..........................cccoeen. 107,453 239 61,848 15.6 45,605 73.9
Corporate tai, local and enterprise taxes..... 57,558 12.8 36,292 9.1 21,262 58.6
Adjustment on corporate tax, etc, ........ (10,129) 2.2 (8,907) 2.2) (1,221) 13.7
Loss of Minority Interests ............... 116 0.0 (601) 0.2 717 1194
~Net Income......oocooiiiiiriivivinninns. 59,910 13.3 35,063 8.8 24,847 70.9
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(3) Consolidated Statement of Retained Earnings

In millions of yen - rounded down, except where noted

For the current For the previous Increase
fiscal year fiscal year (Decrease)
Ended March 31, 2003 Ended March 31, 2002

30 92 e e . - 215,978
Increase in consolidated retained earnings........................ - 165
Decrease in consolidated retained eamnings....................... - 4,967

Cash dividends ............ccooeiviiiiiieiie e - 4,880

Bonues to 0fficers............oooiveeiieic - 87

NEUINCOME .oviiiiiiieiei e - 35,063
Consolidated Capital Surplus at the end of the year..... - 246,239
(Capital Surplus)
Capital Surplus at the beginning of the year.................. 94,047 -
Increase in consolidated retained earnings:

Ipcrease n retamed earnings by exercise of 10.078 )

rights to subscribe for new shares .........cccoivvien.n. ’
Capital Surplus at the end of the year........oceuiinann. - 104,125 -
(Earned Surplus) _
our e TR ST e e o e 246,239 :
Increase in earned surplus:

NEtINCOME .oviiievivicvicree et e er v 59,910 -
Decrease in earned surplus: ' 5,226 -

Cashdividends ... 5,123 -

103 -

Consolidated retained earnings at the end of the 300,924
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(4) Consolidated Statement of Cash Flows
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In millions of yen - rounded down, except where noted

For the current For the previous

fiscal year fiscal year Increase
Ended Mareh 31, Ended March 31, (Decrease)
2003 2002
Amount Amount Amount
I.  Cash flow from operating activities:
Net incomme before tAXES ....ooviviviier i e ceececensres s 107,453 61,848 45,605
Depreciation and amortization .........ooviereveoreceronnenennans 6,676 6,958 (282)
Write-down of consolidation adjustment account 3,686 12,309 (8,622)
Loss on valuation of investment SECUTItES .....cvvereverereievenns 858 706 151
Loss on valuation of IVentories. ........cuvvierereerersnrnnnneons - 2,195 (2,195)
Increase in allowance for bad debts .......coococceveceerrninnnn 20,908 10,639 10,268
Increase in accrued DONUES ........covvivvieieeeeeecieieie e (260) 251 (512)
Increase in allowance for retirement benefits for employees ......... 1,545 (231) 1,777
Increase in allowance for retirement benefits for directors ............ 82 113 (30)
Non-operating interest on loans and cash dividends........... (152) (56) (96)
New shares iSSUiNg eXPenSe.....ov.cviverrirenriemsreerrsecsiinnsens - 4234 (4,234)
Amortization of bond issuing expenses ..., 829 975 (145)
Loss on sale of tangible fixed assets ........c.cvovocccvennnn. 374 121 253
Loss on disposal of tangible fixed assets .......ccccocorrirnrnne. 409 200 (491)
Loss on valuation of fixed assets ...o..cccoovriiriennnrnererennnns 540 31,240 (30,700)
Increase on liquidation of lease deposits and guarantees .. (135) (1,057) 922
Bonuses paid t0 GITECIOTS ......eeecireereeerreieeeesecesesreseseaeia e (103) (87 (16)
Increase in 10ans tO CUSIOMETS ....ovvvvvvvveeererirerinreinressess s (160,195) (221,754) 61,558
Installment receivables ........cocovivvenn. (27,101) (34,113) 7,012
Other gain {loss) on trade receivables ... 3,374 7,024 (3,649)
Decrease in claims in bankruptey «.....oo.ovvorcosiiocoeeecen, (1,015) (2,408) 1,393
Increase in stored gOOdS......oo.ivivviviiiiren e 491 2,155 (1,663)
Decrease in prepaid @Xpenses ..., (116) 528 (644)
Decrease in long-term prepaid eXpenses........cccoviovvarirennn. (3,147) (1,614) (1,533)
Increase 11 Other CUTTENT @SSELS .vvvrrnre i ierereeeneaesereneas (14,359) (12,828) (1,530)
Increase in other current Habilities...c.ocovviereenveereeeeeens 5,008 (7,022) 12,031
101 11 OO RO UU UV 957 427 529
Subtotal.. (53.389) (138,542) 85,153
Non-operating interest on loans and cash dividends........... 152 56 96
Payments for corporate and other taxes .........oovorrcrriinnnnn. (36,826) (45,268) 8,442
Cash flow from operating activities......oseren: (90,062) (183,755) 93,692
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In millions of yen - rounded down, except where noted

For the current

For the previous

fiscal year fiscal year Increase
Ended March 31, Ended March 31, (Decrease)
2003 2002
Amount Amount Amount
II. Cash flow from investing activities:
Disbursements for investments in term deposits.....c......o.... (474) (5,484) 5,010
Revenue from payments of tenn deposits.........ccovvvvevvnnnnn. 1,621 6,010 (4,389)
Funds provided by sales of investment securities ... 303 - 303
Increase in beneficial interest in trUSES ...veveeveerriisnvernensns (1,744) (0) (1,743)
Funds used for purchase of new subsidiaries...................... (7,566) - (7,556)
Funds used for purchase of tangible fixed assets................ (5,501) (3,516) (1,984)
Gain on sale of tangible fixed assets.........ccovrvriecercenrnenn. 596 199 397
Funds used for purchase of intangible fixed assets............. {11,819) (4,757 (7,062)
Funds used for purchase of investment securities............. (3,459) (3,665) 206
Funds provided by sales of investment securities .............. 1,345 1,526 (180)
Funds provided by sales of subsidiaries’ stock - 4,199 {(4,199)
Funds used for acquisition of paid-in capital ......c..ooocvenee - (250) 250
Funds provided by sale of paid-in capital ....cooecvrercrneennee. 336 68 268
Gain on short-term loans receivables......ccooovveviiveeiininnne (22,999) - (22,999)
Funds used in collections of long-term loans receivables... (8,140) (7,293) (846)
Gain on collection of long-term loans receivables.............. 173 265 (91)
Funds used for purchases of investments and other assets............. (400) (256) ( ]43)
Funds provided from sales of investments and other assets............ 505 638 (132)
OTHETS -oveviiiitev et ettt et eaesssais 40 1,113 (1,072)
Cash flow from investing activifies...oouiieces (87.172) (11,205) (45,967)
1. Cash flow from financing activities:

Increase in short-term debts.......coooeeves oo 420,365 196,725 223,640
Payments for repayment of short-term debt.........ccccorrnnnne (413,452) (191,557) (221,895)
Decrease in commercial PAPEr......cooovvevivriomeiuirsieeesensens (1,500) - (1,500)
Increase in long-term debt 553,965 444,945 109,020
Repayments of long-term debt (451,921) (390,105) (61,815)
Cash from issue of corporate bonds.........ccooeveiireeecvnnnnnns 99,925 80,546 19,379
Loss on redemption of bonds...........ccovrennininiiccnns (71,000) (36,000) (35,000)
Cash on 155U OF SLOCK.....voeviiicieeie e - 82,813 (82,813)
Increase i COMMON SEOCK.....v.coivieviiiee et esrieseanenan (6) (2,045) 2,038

Gain on payments from minor sharcholders for establishment
of subsidiaries/affiliates 400 70 330
Cash dividends paid (5,123) (4,880) (242)
Cash flow from financing activities......eeeee. 131,652 180,511 (48.858)

IV. Effect of exchange rate changes on cash and cash
EQUIVALENTS ..ottt st raetsse s srussanarosnssnssnsaes 35 15 19
V. Increase (Decrease) in cash and cash equivalents .......... (15,547) (14,433) (1,114)

VI. Balance of cash and cash equivalents at the
beginning of Period ..o 139,126 183,435 (14,309)

VI. Increase in cash and cash equivalents from new
consolidations . . 8,064 124 7,940

VI. Balance of cash and cash equivalents at the end of
R 131,643 139,126 (7,482)
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S. Significant Accounting Policies Relating to the Financial Statements
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Matters pertaining to consolidation

No. of consolidated 9

subsidiaries

Names of consolidated Happy Credit Corporation, Sinwa Corporation, Businext Corporation, Life

subsidiaries Co., Ltd., Sanyo Shinpan Co., Ltd., AsTry Loan Services Corporation
Marutoh K.K., City’s Co., Ltd., City Green Co., Ltd.

No. of non-consolidated 4

subsidiaries '

Reasons the companies are excluded from consolidation:

Non-consolidated subsidiaries (Life Stock Center Co., Ltd. and three others) have not been included in the scope of
consolidation. This is due to the fact that they are small in size and the total assets, operating income, net
profit/loss and retained eamings represented in the Company’s share of their equity has a small effect on the
consolidated financial statements.

Matters concerning the application of equity method accounting

Four non-consolidated subsidiaries and an affiliated company, Hakata Daimaru Card Services Co., Ltd,, have not
adopted the equity method. This is due to the fact that they are small'in size, and the sums of AIFUL’s share
of their consolidated net profit or loss and retained earmnings would have a negligible effect on the
consolidated financial statements.

Matters pertaining to the settlement dates of consolidated subsidiaries

The fiscal year-end of consolidated subsidiary, Marutoh K K., is February 28. Financial statements as of this
date are used in the preparation of the consolidated financial statements, with significant events taking place
between balance sheet dates adjusted for as necessary.

Accounting principles used for standard accounting treatment

Appraisal standards and methods for principal assets

Marketable securities

Other marketable securities

Securities valued at market  Market value method based on the market prices on the settlement date. All
valuation differences are reflected directly in shareholders’ equity, the sale
price being computed using the moving average method.

Securities not valued at Cost method, cost being determined by the moving average method

market

Purchased receivables: Lower-of-cost-or-market method, cost being determined by the lowest cost
accounting method

Real estate for sale Lower-of-cost-or-market method, cost being determined by the specific cost
method

Property currently being leased out is depreciated as a tangible fixed asset.
Currently leased real estate  Lower-of-cost-or-market method, cost being determined by the cost method

Warehouse goods . Latest purchase cost method
Depreciation methods for depreciable assets
Tangible fixed assets: Decline balance depreciation method
Major useful lives are as follows:
Buildings and structures 3 -50 years
Machinery and vehicles 2 -15 years
Equipment and fittings 2 -20 years
Intangible fixed assets
Software Straight-line method based on the assumed useful life for internal use (5 years)
Other Straight-line method
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Accounting standards for allowances and reserves

Allowance for bad debts Provision for losses on bad debts is made up to the maximum allowable based
on individual assessments and the actual percentage of bad loan write-offs, as
prescribed in the Corporate Income Tax Law. If that amount is deemed to be
insufficient, additional provision is made.

Reserve for accrued Provision for accrued bonuses to employees is made by appropriating an

bonuses amount based on the estimated total bonuses that will be paid during the fiscal
year,

Allowance for retirement In order to provide for retirement allowances the company accrues an amount

benefits for employees equivalent to the amount that would be paid if the payment occurred at the end

of the current consolidated accounting period, based on the projected amount
of retirement allowance liabilities and pension assets at the end of the
consolidated accounting fiscal year.
Allowance for retirement The Company provides for retirement benefits for directors by determining
benefits for directors the estimated amount that would be paid if all directors retired on the balance
sheet date, based upon the pertinent rules of the Commercial Code.

Other Significant Accounting Policies Relating to the Financial Statements

Interest on loans to Interest on loans to customers is recorded in accordance with accrual

customers standards. Uncollected interest is recorded at the lower of the maximum legal
interest rate and the pertinent Company interest rate.

Accounting standards for Commission charges from customers and franchised stores based upon add-on

credit revenue systems are treated as deferred credit profits in a lump sum at the time the

credit contract is concluded, and transferred 1o revenues at the time the bill is
made. However, customer commission charges based upon the
reserve-on-balance or revolving styles are treated as revenues at the time the
bill is made. The segment revenue distribution method, based on the add-on
systen, is the 7:8 method.

Loan guarantee revenues Loan guarantee revenues are accounted for with the declining-balance
method.

Accounting treatment of Interest on debt used to provide consumer loans is accounted for as financial

interest on debt expenses and included in operating expenses. All other interest expenses are

accounted for as interest payments in non-operating expenses.

Conversion standards for assets and liabilities in foreign currency
Assets and liabilities in foreign currency are converted directly into yen using exchange rates valid on March
31, 2003. Conversion disparities are recorded as profits and losses.

Accounting treatment for lease transactions

In finance lease transactions, other than those in which the title of the leased asset is deemed to be transferred
to the lessee, finance leases are treated according to the method used for ordinary loan transactions, mutatis
mutandis.

Hedge accounting methods

Hedge accounting methods  The Company uses deferred hedge accounting. However, the Company uses
special accounting rules for interest swaps where appropriate.

Hedging methods and hedged transactions

Hedging methods Interest caps and interest swaps

Hedged transactions Borrowing that will change the Company’s cash flow depending upon changes
in market interest rates (floating rate bank borrowing and corporate bonds).

Hedging policy The Company uses hedge transactions to keep the percentage of fixed interest
rate capital below a specified percentage of total capital funds procured.

Evaluation of hedge The Company determines the effectiveness of its hedging transactions based

effectiveness on a method of ratio analysis covering cumulative changes over the past
ten-year period.

Accounting treatment of Consumption taxes are taken out of all Statement of Income items and

consumption taxes Balance Sheet items. Consumption taxes for fixed assets that are not subject to

the exclusion, however, are included in “Other” under Investment and Other
Assets and are written off using the straight-line method over a five-year
period.

20




¥ AIFUL CORPORATION

5. Matters pertaining to the valuation of consolidated subsidiaries’ assets and liabilities
Assets and liabilities of consolidated subsidiaries are all evaluated using the market value method.

6.  Write-off of the consolidation adjustment account
The Company writes off the consolidation adjustment account using the straight-line method over a ten-year
period. Items that do not have a significant effect on the consolidated financial statements, however, are written off
completely in the year in which the adjustment is made.

7. Matters pertaining to appropriation of profit-related items
Consolidated statements of retained earnings are based upon appropriated profit settled during the
consolidated fiscal year.

8. Scope of Cash and Cash Equivalents in the Consolidated Statements of Cash Flows
Cash and cash equivalents include cash on hand, deposits on demand, and short-term, highly liquid
investments with maturities of three months or less at the date of acquisition that are readily convertible to
cash and cash equivalents and are subject to only insignificant risk of changes in value.

(Changes in Accounting Standards)
1. Accounting Standards for the Elimination of Treasury Stock and Legal Reserve

The company adopted ‘Accounting Standards Pertaining to the Elimination of
Treasury Stock and Legal Reserve’ (Corporate Accounting Standards, No. 1)
during the current consolidated fiscal year. This change had no effect on income
or losses for the period. Consolidated balance sheets and consolidated statements
of_appropriated earnings for the current year have been formulated in line with
the new changes.

2. Per Share Information
The company adopted ‘Accounting Standards Pertaining to Net Income Per
Share’ (Corporate Accounting Standards, No. 2), and ‘Guidelines Relating to
Accounting Standards Pertaining to Net Income Per Share’ (Corporate
Accounting Standards, No. 4) during the current consolidated fiscal year. The
effect of these changes on net income per share was negligible.
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Notes
Notes to the Consolidated Balance Sheets

1. Additional paid-in capital includes an increase of 18,693 million yen in a simple equity swap. This includes a
difference of 13,900 million yen recorded in the valuation of subsidiary’s stock incurred in capital consolidation

methods.
In millions of yen In millions of yen
As of March 31, 2003 As of March 31, 2002
2. Total accumulated depreciation for tangible fixed assets: 28,808 27,248
3. Assets pledged as collateral and corresponding liabilities:
(1) Assets pledged as collateral:
In millions of yen In millions of yen
As of March 31, 2003 As of March 31, 2002
Deposits 642 350
Loans 707,843 559,827
Installment receivables 44,758 50,918
Buildings and structures 1,021 1,092
Machinery and vehicle 24 32
Land 1,618 1,619
Real estate for sale 137 153
Investment securities 265 413
Investment in other assets{other) 1 1
Total 756,313 614,408
(2) Corresponding liabilities;
In millions of yen In millions of yen
As of March 31, 2003 As of March 31, 2002
Short-term debt 37,265 20,210
Current portion of long-term debt 250,231 201,752
Long-term debt 338,991 295,330
Other 218 273
Total 626,707 517,566

Above amounts include items related to the liquidization of loans receivables, 203,482 million yen for outstanding loans receivables
27.321 million yen for the current portion of long-term debt, 96,547 million yen for the long-term debt.

In addition to the above, the Company has contracted to offer loans as collateral in response to borrowers’ requests to the sum of
2,000 million yen for short-term debt, 66,235 million yen for current portion of long-term debt, 167,797 million yen in total.

The Company has also offered 15,783 million yen for cash and cash equivalents as collateral for swap transactions.

4. Assets Pledged as Collateral and Corresponding Market Values (In millions of yen)
Transferred accounts 8.001 -
Commercial paper 19,998 6,998
Trust received rights 2,000 -
Total 29,999 6,998

5. Value of stock of non-consolidated subsidiaries and affiliates included in investments in securities: (In millions of yen)
As of March 31, 2003 As of March 31, 2002
29 million yen 29 million yen




6. Installment receivables:
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In millions of yen
As of March 31, 2003

In millions of yen
As of March 31, 2002

Card shopping 42,029 50,365
Per item shopping 105,826 70,362
Guarantees - -
Leases - 24
Other 1 2
Total 147,857 120,756
7. Installment deferred profit: (In millions of yen)
End of current fiscal year End of previous fiscal year
Balanceat | Gains Gains Balance at | Balance at | Gamns Gains Balance at
end of prior | during Amounts end of end of prior | during Amounts end of
period period enacted period period period enacted period
during during
penod period
Credit card 538 1,043
S I 1,043 7,252 7.758 163 7.392 6,512
shopping : : (109) ’ ’ (256)
Per item ) 9,661 6,283
i 6,283 18,247 4,86 . 14,329 X
shopping , 14,869 (955) 1,967 , 10,013 (633)
670 1,203
Guarantees 1,293 2,995 3,619 2,949 2,334 3,990
© (©)
219 258
Loans 258 68.422 68,460 ‘ 200 47,761 47,703
) )
11,089 8,878
Total 8,878 96,918 7 5, 71,817 68.
o ; \ 94,708 (1,065) .281 .81 ,220 (890)

Note: Amounts in parenthesis are merchant fees.

8. Liquidation of receivables

Loans and installment receivables include an off-balance amount by the liquidation of the claim contents shown below:
(In millions of Yen)

End of current fiscal year

As of March 31, 2003

End of current fiscal year

As of March 31, 2002

Loans 162,920 133,158
Installment receivables 88,015 89,550
Total 250,936 242,708




9. Bad Debts
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The bad debts included in Loans and Claims in Bankruptcy are shown below:

End of current fiscal year End of previous fiscal year
Unsecured Other loans Unsecured loans|  Other loans
Total Total
loans

Claims in bankruptcy 2,850 17,979 20,830 1,410 15,046 16,457
Loans in arrears 22,171 17,725 39,896 14,922 13,800 28,722
Loans in arrears longer 12,130 437] 16,502 9,418 2,526 11,045
than 3 months
Loans with adjusted

! 42247 920 43,168 37,706 22 37,729
terms
Total 79,401 40,997 120,398 63,458 31,395 94,854

Explanations each of the above items follow.

Claims in bankruptcy

“Claims in bankruptcy” refers to loans that are included in loans on which principal or interest payments have been
continuously late for a considerable period of time for the reasons cited in Article 96 Paragraph 1 Number 3 Items B through
E of the Corporate Income Tax Law Execution Ordinance (1965, Ordinance No. 97) or for the reasons set forth in Number 4
of the same paragraph. The Company sets aside a reserve for bad debts that is equivalent to the amount the Company believes
it will be unable to recover based on an evaluation of each loan.

Loans in arrears

“Loans m arrears” refers to loans other than claims in bankruptcy for which unpaid mterest 1s not accrued. This excludes
loans, however, that are included in loans for which the Company has made arrangements convenient to the borrower for the
purpose of reorganization or support of the borrower such as reduction or exemption of interest or extension of the repayment
period, on which the Company is periodically receiving payments.

Loans in arrears longer than 3 months

“Loans i arrears longer than 3 months” refers to loans for which the principal or interest payment is three or months overdue
from the day following the scheduled payment date and that are not regarded as claims in bankruptcy or loans in arrears.
Loans with adjusted terms

“Loans with adjusted terms” refers to loans for which the Company has made arrangements convenient to the borrower for the
purpose of reorganization or support of the borrower such as reduction or exemption of interest or extension of the repayment
period, on which the Company is periodically receiving payments and that are not regarded as claims in bankruptcy, loans in

arrears or loans in arrears longer than 3 months.




Note to the Consolidated Statement of Cash Flows
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1. Relationship between the balance of cash and cash equivalents at the end of the period and the amounts recorded in the

categories shown on the consolidated balance sheets:

(In millions of Yen)

End of current End of previous

Cash and cash equivalents account

Term deposits with maturity greater than
3 months

Cash and cash equivalents

fiscal year fiscal year
132,296 140,757
(653) (1.631)
131,643 139,126

2. Details of the assets and liabilities of City Greens Co., Ltd. and City’s Co., Ltd., which became consolidated subsidiaries

through an exchange of capital: (In millions of yen)
Current assets 37,189 -
Fixed assets 2,808 -
Consolidation adjustment account 2,493 -
Current liabilities (20,072 -
Long-term habilities (4,784) -
Price of acquisition of City Greens Co., 17,634 -
Ltd. and City’s Co., Ltd.
Price of new shares issued through the (10,078) -
exchange of stock
Difference: Expenditures accompanying 7,556 R
purchase of stock in City Greens Co.,
Ltd. and City’s Co., Ltd.

3. Other non-cash transactions

In accordance with the regulations laid down in Article 358 of the Commercial Code, the Company issued 1,314,000 new
shares through an exchange of stock in order to make City Green Co., Ltd. a wholly owned subsidiary. The following

mcreases were recorded as a result,
Increase in legal reserves (paid-in capital)
due to the issue of new shares

(In millions of yen)
10,078 -




Segment Information

(1) Segment information by type of business
For the current consolidated accounting period (From April 1, 2002 to March 31, 2003) and the previous consolidated accounting year
(From April 1, 2001 to March 31, 2002)

The Company has omitted segment information by type of business, as the consumer loan business accounts for more than 90% of
total operating revenues and operating expenses in all of the Company’s business segments.

(2) Segment information by region

For the current consolidated accounting period (From April 1, 2002 to March 31, 2003) and the previous consolidated accounting year
(From April 1, 2001 to March 31, 2002)

The Company does not report segment information by location, as the Company does not have any consolidated subsidiaries or
important offices located in countries or regions outside of Japan.

(3) Foreign sales

For the current consolidated accounting period (From April 1, 2002 to March 31, 2003) and the previous consolidated accounting year
(From April 1, 2001 to March 31, 2002)

The Company did not have any toreign sales during the current fiscal year.

6. Notes to Lease Transactions

1. Finance lease transactions except leases under which the title of the leased asset is deemed to be transferred to the lessee

(1) Acquisition cost, accumulated depreciation and period ending balance of lease assets
(In millions of yen)

Current fiscal year Previous fiscal year
Accumulated Accurnulated Period ending
e Period ending L .
Acquisition cost depreciation Acquisition cost depreciation balance
balance
Equment attached to 0 0 P o ) p
buildings )
Vehicles 388 249 139 282 169 113
Equipment and fittings 33,096 22,756 10,340 32,854 21,749 11,105
Total 33,486 23,006 10,479 33,146 21,921 11,224
(2) Outstanding balance of future lease payments at the end of the period: 4 (In millions of yen)
Within one year 6,124 6,085
Over one year 7751 8,181
Total 13,876 14,267
(3) Amount of lease fee payments, depreciation expense and interest expense: (In millions of yen)
Lease fee payments 7,721 7,014
Depreciation expenses 7,038 6,704
Interest expenses 361 488

(4) Accounting method for the amount equivalent to depreciation expenses )
Calculated by assuming the lease term is the depreciable life and depreciating the remaiming amount to zero using the
sum-of-the-years-digits method.

(5) Accounting method for the amount equivalent to interest expenses
Interest expense for lease assets is calculated as the difference between the total lease payments and the acquisition price of

the leased assets, with the amount allocated to each accounting period using the interest method.

2. Operating lease transactions

(1) Leases in progress: . (In millions of yen)
Within one year 110 ' 15
Over one year 324 16
Total 435 31
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7. Transactions with concerned parties

{Consolidated accounting period from April 1, 2002 to March 31, 2003)

{1) Directors and major individual shareholders:

Property:
Name:
Address:

Director
Yoshitaka Fukuda

Capital or investment in capital (In millions of yen): -
Operating activities or occupation: President of the Company, and Kyoto Data Center Co., Ltd.

Ratio of ownership of voting rights (%):

Transactions:

Transaction amounts:

26.14% of direct voting rights; 0.00% of indirect rights

'V AIFUL CORPORATION

Land lease, payment of fees relating to the provision of personal credit information

14 million yen (Land leases),

Ttem:

Balance at period-end:

69 million yen (payment of fees relating to the provision of personal credit information)

Business terms and related decision-making policies:
Lease transactions on land owned by Yoshitaka Fukuda, the Company’s representative director, are based upon values given by real
estate appraisers. Business terms and related decision-making policies are similar to those with companies that do not have a specific
relationship with the Company.

Notes: 1: Transactions with Kyoto Data Center are so-called third-party transaction.
2: Transaction amounts shown above do not include consumption tax.

8. Tax effect accounting:

(1) Principal cause of deferred tax assets and deferred tax liabilities:

Deferred tax assets:

Loss carried forward

Excess amount transferred

to

allowance for bad debts accounts

Transfer allowance for retirement

benefits

Excess amount of depreciation

and amortization

Accrued income

tax

Unrecorded interest payments due

Excess amount transferred

accrued bonus

to

Denied amount of bad debts

depreciation

Other deferred tax assets

Sub-total of deferred tax assets
Valuation allowance
Total deferred tax assets
Deferred liabilities:

Other deferred tax liabilities
Total deferred tax liabilities
Net deferred tax assets

End of current fiscal year

(In millions of yen)
End of previous fiscal year

23,874
10,956

3,063

1,758

2,106

1,427
1,336

8,344

2,719

32,657
8,624

2,462
2,488

940
1,145-

1,057

2,030

55,588
(13,394)

42,194

51,406
(20,171)

31,235

20

20
42,174

31,235

27




Note 1: Net deferred tax assets during the current fiscal year is included in the consolidated balance sheets as follows:

Current assets — Deferred tax assets 25,582 9.970
Fixed assets — Deferred tax assets 16,591 21,264

Note 2: Others at the end of the previous year-end includes an unrecognized valuation loss of 297 million yen due to

property evaluation regulations.

{2) Principal items which caused differences between statutory effective tax rate and income tax charge rate after adoption of tax

(3)

effect accounting:

Statutory effective tariff . 41.9% 41.8%
(Adjusted)
Tax on reserves 5.9% 5.9%
Per capita inhabitant tax 0.3% 0.5%
Depreciation of goodwill not included in losses 1.4% 8.3%
Change in valuation reserve (5.9% (12.6)%
Other 0.0)% 0.3%
44.1% 44.3%

Charge rate of income tax after adoption

of tax effect accounting

On March 31, 2003, ‘Partial Revisions of Regional Tax Laws’ was published, as a result of which, external standard tax sysiems
will be incorporated into corporate taxes from the fiscal year commencing April 1, 2004. With this change, the company has
revised deferred tax assets on the basis of legal effective tax rates themselves based upon post-revision tax rates with respect to
temporary discrepancies to be eliminated from April 2004 onwards. In line with this revision, deferred tax assets fell 580
million yen, and total adjustment to corporate taxes dealt with as expenses during the current year came to 568 million yen,
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9. Marketable securities:

(1). Other marketable securities with market value:

(In millions of yen)

At the End of Current At the End of Previous
Consolidated Accounting Period Consolidated Accounting Period
As of March 31, 2003 As of March 31, 2002
Value state on Value state on
consolidated consolidated
Acquisition balance sheeton | Difference Acquisition balance sheet on Difference
consolidated consolidated
settlement date settlement date
1. Market value exceeding amount stated on the consolidated balance sheet:
(DStocks 1,665 1,831 165 2,201 2,468 267
@Bonds 130 130 270 270 0
Sub total 1,795 1,961 165 2,471 2,738 267
2. Market value not exceeding amount stated on the consolidated balance sheet:
DStocks 5,445 4,490 (954) 4,478 3,635 (842)
@Bonds - - 0 0 -
Sub total 5,445 4,490 (954) 4478 3,635 (842)
Total 7,241 6,452 (789) 6,949 6,374 (575)

(2) Other marketable securities sold during the current fiscal year:

(In millions of yen)

Current Consolidated Accounting Period
From March 31, 2002
to March 31, 2003

Previous Consolidated Accounting Period
From March 31, 2002
to March 31, 2003

Sales price 1,605 1,517
Total gain on sale 212 140
Total loss on sale S 2

(3) Marketable securities without market price and value

stated on consolidated balance sheet:

(In millions of yen)

End of current
fiscal year
As of March 31, 2003

End of previous
fiscal year
As of March 31, 2002

Value stated on consolidated

Value stated on consolidated

balance sheet

balance sheet

Bond in purpose of ownership by expiration
period:

@ National bonds not publicly traded

@ Discount bank debentures

Total

Other marketable securities

@ Non-listed stocks (excluding OTC stocks) 3, 654 2,413
@ National bonds not publicly traded - 8
@ Preferred stocks 1, 660 500
Total 5,314 2,921

Stock of subsidiaries and affiliated companies
Stock of subsidiaries and affilated companies 29 29
Total 29 29
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{4) Other marketable securities with expiration period and depreciation amount of bonds in purpose of ownership by
expiration period scheduled after consolidated settlement date:

(In millions of yen)

End of current End of previous
fiscal year fiscal year
Segment: As of March 31, 2003 As of March 31, 2002
Within | One yearto | Five years | Over ten Within One year to | Five years | Over ten
one year | five years | to ten years years one year five years | to ten years years
Bonds
National and local bonds 510 120 - - 260 - - =
Corporate bonds - - - - 8 10 - -
Other - - - - 0 - - -
Total 510 120 - - 268 10 - -
Per Share Information:
Current Fiscal Year Previous Fiscal Year
Net assets per share 5,143.45 yen | Net assets per share 4,523.01 yen
Net mcome per share 637.59 yen | Net income per share 390.00 yen

Diluted net income per share for the fiscal year
under review has not been included here as there
was no dilutary effect on income at the end of

Diluted net income per share for the fiscal year
under review has not been included here as
there was no dilutary effect on income at the

the period. end of the period.

e  Net income per share as recorded in the
Statements of Income:
59,910 million yen

e Net income relating to common stock used
i the calculation of net income per share:

59,812 million yen

s Amount not returned to common stock
sharcholders:
98 million yen

*  Breakdown by type of the average number
of shares of common stock used in the
calculation of net income per share and
equivalent stock outstanding during the
period

Common stock:
93,810,102 shares

»  Outline of stock not included in diluted net
mcome per share due to lack of dilutary
effect

Stock options relating to treasury stock

acquisition methods:

209,000 shares
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10. Retirement benefits

1. The Company and its consolidated subsidiaries have established welfare pension funds, approved retirement annuities and retirement
lump sum grant systemns as regular benefit plans.

2. Retirement benefit liabilities: (In millions of yen)
As of March 31, 2003 As of March 31, 2002

(1) Retirement benefit Habilities..........occoiinienceiiniveeeeenirereeens (22,411) (19,542)

(2) PEnSION @SSELS ..c.eutuiirrriieiiereeaeiirinsereseeneneccnsseaseesesesssarseeesaenes 13,661 12,350

(3) Unreserved retirement benefit Habilities........ccoceviririe e, (1,231 (1.394)

(4) Difference between provisional and actual calculations.............. 2,357 2,627

{5) Net balance sheet amounts ...oocoeeeiiorieieeeccive e (7,632) (5,958)

(6) AdVance Pension ASSES .........ocvvererreereeieiereiniarceceiereeenenresereeinas 12 -

(7) Retirement benefit allowance ...........cocevviivecnieeeneeere e . (7,636) (5,958)

3. Retirement benefit expenses:

(In millions of yen)

As of March 31, 2003 As of March 31, 2002
(1) Service expense (NOte 1) ..o 1,486 1,373
(2) INTEIESt EXPEIISE «.vvvvvieeirriierc et es e et abeneas 503 528
(3) Expected investment IMCOME v c.vveereoiierrmereiisiies e niens seseeecee (264) (291)
(4) Number of years to treat past service liability: ..., (162) (573)
(5) Difterence between provisional and actuarial calculations.......... 1,623 316
(6) Retirement benefit eXpenses .....ccvieerrrennnieeenninie oo 3,186 1,353

Note : Employees’ contributions to welfare pension funds have been deducted.

4. Calculation standards for retirement benefit liabilities:

(1) Predicted retirement benetit periodical distribution method: Fixed amount standard
{2) Discount rate: 1.5% - 2.5%
(3) Expected investment income rate: 1.5%

{4) Number of years to treat difference between provisional and actuarial  Collective treatment in fiscal year of accrual
(5) Number of years to treat past service liability: Mainly collective treatment in tiscal year of accrual

(6) Difference between provisional and actuarial calculations Mainly collective treatment in fiscal year of accrual
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12. Results of Operations

(1) Operating Revenue

(In millions of yen)

Current fiscal year Current fiscal year
From April 1,2002 to March 31, 2003 From April 1,2001 to March 31, 2002
Amount % Amount %

Interest on Unsecured loans 348.887 77.6 311,910 78.5
loans to
customers

Secured loans © 47,650 10.6 43,150 10.9

Small business loans 9,945 2.2 4,257 1.1

Sub-total 406,483 90.4 359,318 90.5
Credit card revenue 7.877 1.8 6,742 1.7
Per-item credit revenue 15,178 3.4 10,353 2.6
Guarantees revenue 4,132 0.9 4,076 1.0
Other financial ~ Interest on deposits 18 0.0 86 0.0
revenue

Interest on marketable 1 0.0 1 0.0

securities

Interest on loans 267 0.1 199 0.0

Other 35 0.0 237 0.1

Sub-total 321 0.1 525 0.1
Other operating ~ Sales of property 306 0.1 2,823 0.7
revente

Cost of sales of service 935 0.2 1,246 0.3

business

Bad debt write-off 6,431 1.4 5,715 1.5

recovery

Other 7.790 1.7 6,360 1.6

Sub-total 15,463 34 16,146 4.1
Total 449,458 100.0 397.162 100.0

Note: “Other” included in “Other operating revenue” consists of guarantee revenues from guarantee contracts and card membership fees.
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(2) Other Operating Indicators

(In millions of yen - except per share data)

End of current fiscal year End of current fiscal year
(As of March 31, 2003) (As of March 31, 2002)
Total amount of loans outstanding 1,833,702 1,635,954
Unsecured loans 1,442,980 1,332,218
Secured loans 325,436 278,893
Small business loans 65,284 24,843
Number of customer accounts 3,521,857 3,336,340
Unsecured loans 3,389,159 3,241,575
Secured loans 87,459 75,175
Small business loans 45,239 19,590
Number of branches 1,963 : 1,914
Staffed branches 796 752
Unstafled branches 1,163 1,147
Branches for secured loans 4 4
Restaurants - 9
Karaoke parlors - 2
Number of “Ojidosan” loan-contracting 1,837 1,808
machines
Number of ATMs 124,084 93.306
Company-owned 2,037 2,076
Partner-owned 122,047 91,230
Number of employees 6,123 5,810
Bad debt write-off 114,485 80,707
Allowance for bad debts 132,130 109,338
Net income per share (yen) - 637.59 390.00
Net assets per share (yen) 5,143.45 4,523.01

Notesl. Total amount of loans outstanding and the number of customer accounts do not include loans and customer accounts related to
claims in bankruptcy. Furthermore, off-balance sheet operating loans from the liquidation of receivables, which came to
162,920 million yen at the end of the current consolidated fiscal year and 153,158 million yen at the end of the previous
consolidated fiscal year, have been included.

[

Bad debt write-oft does not include claims in bankruptcy and claims in correction, which came to 2,498 million yen in the
current consolidated fiscal year, 1,422 million in the previous consolidated fiscal year.
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Non-Consolidated
Financial Summary

All financial information has been prepared in accordance with generally accepted accounting principles in
Japan. Amounits shown in this accounting report and in the attached material have been rounded down 10 the
nearest million ven. This document is an English translation of the Japanese-language original.

FY2003

(Ended March 31, 2003)

—Note : Forward Looking Statements—

The figures contained in this DATA BOOK with respect to AIFUL's plans and strategies and other statements that are not
historical facts are forward-looking statements about the future Performance of AIFUL which are based on management's
assumptions and belief in light of the information currently available to it and involve risks and uncertainties and actual
results may differ from those in the forward-looking statements as a results of various facts. Potential risks and uncenainties
include, without limitation, general economic conditions in AIFUL's market and changes in the size of the overall market
for consumer loans, the rate of default by customers, the level of interest rates paid on the AIFUL's debt and legal limits on
interest rates charged by AIFUL. This DATA BOOK does not constitute any offer of any securities for sale
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1. Non-Consolidated Business Results for the Year Ended March 31, 2003
(April 1, 2002 — March 31, 2003)

(1) Non-Consolidated Operating Results (Note: Figures have been rounded down to the nearest unit.)

In millions of yen — except per share data
Fiscal Year Ended March 31,

2003 2002

Operating Revenue 324,671 5.7% 307,272 13.5%
Operating Income 106,944 (3.2)% 110,442 6.9%
Ordinary Income 107,100 0.4)% 107,515 4.0%
Net Income 55317 44.2% 38,349 (20.9)%
Net Income per Share (yen) 588.63 yen 426.54 yen
Net Income to Shareholders’ Equity Ratio 12.4% 10.6%
Diluted Net Income per Share (yen) - _ -
Ordinary Income to Shareholders’ Equity Ratio 5.9% 6.5%
Operating Revenue to Ordinary Income Ratio 33.0% 35.0%
Notes: 1)) Average number of shares during:

Fiscal year ended March 31, 2003: 93,810,102 shares

Fiscal year ended March 31, 2002: 89,908,062 shares

2) Changes in accounting policies: Yes
3) Percentage figures shown for operating revenue, operating income, ordinary income and net income show year-on-year change

(2) Dividend Information

Dividends Distributed (in Yen)

Fiscal Year Ended Fiscal Year Ended
March 31, 2003 March 31, 2002
Annual Dividend per Share 60.00 50.00
Interim Dividend per Share 30.00 25.00
Year-End 30.00 25.00
Total Dividends (Million yen) 5,628 4,663
Dividend Payout Ratio (%) 10.2 12.2
Year-End Dividend per Share (%) 1.2 1.1
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(3)Non-Consolidated Financial Position

In millions of yen - rounded down, except where noted

Fiscal Year Ended Fiscal Year Ended
March 31, 2003 . March 31, 2002

Total ASSES....oi it 1,906,211 1,740,868
Shareholders' EQUIty ..o 470,834 420,493
Shareholders’ Equity Ratio (%) ....cccocovinniminiiiiiiininn 24.7% 24.2%
Shareholders” Equity per Share(Yen).....ccccoovveviinnioiinn 4,983.00 4,513.8%
Notel): Number of shares issued and outstanding:

Fiscal year ended March 31, 2003: 94,468,362 shares

Fiscal year ended March 31, 2002: 93,155,415 shares

2) :Total number of treasury stocks at the end of the fiscal period:
Fiscal year ended March 31, 2003: 221,638 shares
Fiscal year ended March 31, 2002: 220,585 shares

2. Fiscal Year 2004 Full Year Projections (April 1, 2003 — March 31, 2004) (In millions of yen, rounded down)

In millions of yen — except per share data

Interim period ending Fiscal year ending
September 30 March 31, 2004
Operating Revenue 170,406 344,849
Ordinary Income 49,535 108,000
Net Income 25,895 56,532
Annual Dividend per Share - 60.00
Interim Dividend per Share 30.00 -
Year-End - 30.00

Reference:  Projected earnings per share for fiscal year 2004 (Fiscal year ending March 31, 2004):598.42 yen

“Caution Relating to Results Projections”

The above projections are based on the information available to management at the time they were made, and estimates involving
uncertain factors thought likely to have an effect on future results. Actual results can differ materially from these projections for a variety
of reasons. ‘

(P




VR A

Y AIFUL CORPORATION

1. Non-Consolidated Financial Statements
(1) Non-Consolidated Balance Sheets

In millions of yen -rounded down, except where noted

For the current

fiscal year

As of March 31,2603 ]

For the previous

fiscal year

As of March 31,2002

Increase (Decrease)

(Assets) Amount Y% Amount Y% Amoun %
Current Assets:
Cash and cash equivalents ..., 84,485 93,392 (8.906)
LOANS oo 1,413,340 1,313,650 99,649
Marketable securities.......cccooevivvrrecnnrernnnnn: 10 - 10
Property for sale ..o, 335 668 (332)
Stored 200ds ...o.voiiiii e, - 11 (1
Prepaid eXpenses .......ccoecmiiniiienn, 3,608 3,495 113
Deferred tax assets . 12,437 7,589 4,847
Accrued income ..... 11,021 12,246 (1,224)
Short-term loans...... 30,183 7,183 22,999
Other . .o 28,911 12,429 16,482
Allowance for bad debts................. (70,479) (58,689) (11,789)
Total current assets......coveeecscsvecvescsnerann, 1,513,856 79.4 1,392,017 80.0 121,838 8.8
Fixed Assets:
Tangible Fixed Assets:
Buildings ..o 25,685 1.4 23,306 1.3 2,378 102
SHUCIUTES ...t s 8,341 9,393 (1,052)
MaChinery. ..o eereieeccic e e, 2312 2,721 (408)
Vehicles ...oooiriniiiiienne 11 12 (N
Equipment and fixtures.. - 0 (0)
Rental assets........cevnnne 6,313 5,894 418
Land........... v 5,612 5,283 328
Construction in process account .. 3,003 - 3,093
Tangible fixed assets .oiviervinnernsesnenn: 391,820 20.6 348,059 20.0 43,760 12.6
Intangible Fixed Assets:
SOFEWATE <. veeveercoreeseese e oo 7,606 2,353 5,253
Telephone rights ..o, 592 596 4
OMheT e 1 2 0
Total intangible fixed assets ....ccovreverrenee, 8,200 0.4 2,952 0.2 5,248 177.7
Investment and Other Fixed Assets: -
Investment in securities............... 7,538 6,539 999
Stock m aftiliated companies 114,264 105,724 8,540
SI:)QV;(stments in equity other than capita] 2,346 3,054 (707)
Claims in bankruptcy.. 16,905 14,267 2,638
Long-term oans ......ccovvvveeriicoveccnns e, 16,720 8,640 8,080
Long-term loans to shareholders and 32 3] 1
SMPIOYEES oot e
Long-term loans to aftiliated companies ....... 165,380 160,543 4,837
Long-term prepaid expenses ...........cccccceenn. 3,519 1,565 1,953
Deferred tax assetS.....ccooooiievnininciincnn. 5,166 4,347 818
Lease deposits and guarantees.................c.e... 8,311 8,652 (340)
Loss on deferred hedge............ooooiiciiiins 33,674 22,930 10,743
ONET et e s 2,421 2,723 (302)
Allowance for bad debts.......coooiiinnn (18,348) (17,220) (1,128)
Total investment and other fixed assets ..ooovunnan. 357,934 188 321,800 18.5 36,134 11.2
Total fixed aSSetS: ivvveererereresrsrmsesessesssren: 391,820 20.6 348,059 20.0 43,760 12.6
Deferred Assets:
Bond issuing expenses...........c.ocooveviivinniinn, 535 790 (255)
Total deferred assets 535 0.0 790 0.0 (255) 32.3)
Total Assets: 1,906,211 100.0 1,740,868 100.0 165,343 9.5




Non-Consolidated Balance Sheet (cont.):

In millions of yen -rounded down, except where noted

For the current
fiscal year

( As of March 31,2003

For the previous
fiscal year

[ As of March 31,2002

Increase (Decrease)

(Liabilities) Amount Yo Amount % Amoun %o
Current Liabilities:
Notes payable - trade..........oooovvovrciencncneenens 4,286 3,572 713
Accounts payable - trade.............c.oov e, 2 26 (24)
Short —term loans debt .....cooeiviiivcce i, 14,000 14,000 -
Current portion of bonds .....cc.ooovivereniencccnnn 74,500 71,000 3,500
Current portion of long-term debt..... 373,376 359,785 13,590
Commercial PAPeT........oocovioririic e 13,000 15,000 (2,000)
Trade accounts payable ........cccccoivviiiiineininnns 5,229 5,913 (684)
Income taxes payable ..o, 37,127 15,911 21,215
Accrued expenses payable .......... [T, 4,762 3,996 766
Deposits oo 386 482 (96)
Income in advance ..........cccoeevvreininicininienns 3 4 H
Accrued BONUSES ...ocvirereiiiisere e sen e 2,266 2,452 (186)
Other. oo e 314 224 90
Total Current Liabilities.....cc.ccoeoveueune 529,254 27.8 492,369 28.3 36,885 7.5
Long-term Liabilities: .
Bonds .o 377,500 351,500 26,000
Long term debts........ocvocvviiviiiricceiniiiniene 492,949 451,693 41,255
N emlogees ot S 2331 1,338 92
A ectors et T b0 1,056 53
32,119 22,304 9,814
112 111 1
906,122 478 828,005 47.5 78,117 9.4
Shareholders equity:
Common stock 83,317 4.4 83,317 48
Additional paid-i capital........coooooiore e, 90,225 4.7 89,830 5.2
Retained amMings ......o.ccoverireieririiorececrcrcenenennnn 299,743 15.7 248,085 14.2
SUIPIUS T8SEIVE  .oiiiiviiier i e 1,566 1,566 0.1
VOIUNtary T8SEIVE.....c.ocuveiireiiiiaririesreceennenane 240,922 207,422
;Je]l?ggropnaled retained earnings for the 57254 40,663
SUCATIES o %) 00 (60 00
Treasury stock. oo (2,052) 0.1) (2,045) 0.1
Total Shareholders’ Equity................. 470,834 24.7 420,493 24.2
Total Liabilities and Shareholders’ Equity...... 1,906,211 100.0 1,740,868 100.0
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(2) Non-Consolidated Statement of Income

In millions of yen -rounded down, except where noted

For the current For the previous
fiscal year fiscal year
Increase (decrease)
[ Apr. 1, 2002t0] ( Apr. 1, 2001to J
Mar. 31, 2003 Mar. 31,2002
Amount % Amount % Amount Yo
Operating Revenue ........ocviiviveeenerericnninnens 324,671 100.0 307,272 100.0 17,399 57

Interest on loans to CUStOMErS.........ccooviverrreencann. 315,600 97.2 296,034 96.3 19,565 6.6

Fimancial revenue - other ...... 280 0.1 230 0.1 50 21.7
Interest on bank deposit.........occcovnnniiinn 10 30 (19)

Interest on marketable securities...................... 0 0 0
Interest on loans........ocooccevvieeinimenin s 267 199 67
OheT .o 2 0 1
Operating Revenue - other ... 8,791 27 11,007 3.6 (2,216) (20.1)
Sales of Property ... 306 2,823 (2,517)
Revenue from service business..........ccoovnnee 935 1,246 (311
Bad debts write-off recovery......cocoovvvviciinen 3,896 3,779 117
Other .o 3,652 3,157 494
Operating Expenses.....ocviininin . 217,727 67.1 196,830 64.1 20,896 10.6
Financial eXpenses........cocoervevneiirniriuceneeaccns 35,178 10.8 ' 33,377 10.9 1.801 5.4
Interest expense ... 22,705 21,124 1,581
Interest on bond ..ccoovvviveoriincncicrrccne 9,985 9,704 281
Oher ot e . 2,487 2,549 61
CO8t Of SALES ..vvviececcec e 562 0.2 3,025 1.0 (2.463) (81.4)
Cost of sales of Property ..........ccoceveecccnnencee 296 2,677 (2,381)
Cost of sales of service business......coo.ccecernene 266 348 (81)

Operating Expenses - other ... 181,986 56.1 160,426 522 21,559 134
Advertising expenses 15,377 19,274 (3.896)
Commissions.................. 9,624 9,769 (145)

Loan 10sses ......cccovvveverirnnnn. 15,892 6.611 9,281
Transfers to allowance for bad debts............... 70,479 58,689 11,789
Director’s salaries and remuneration ............. 4258 415 9
Salaries for employees ... 18,916 17,877 1,038
Bonus for employees ....ccccovrivviiieiccninn, 2,125 2,333 (207)
Transfers to accrued bonuses ..............oceernenn. 2,266 2,452 (186)
Transfers allowance to directors’ retirement 74 111 (36)
Welfare eXpenses .....cccovevinniiiiiiicenns 3,234 2,942 292
Retirement benefits ..... 2,213 368 1,844
Rent fees . .o.coorriiccccenn. 7,539 7.901 (361)
Land rent ..... 7,991 7.100 890
SUPPHES oot e 1,268 1,294 (26)
Repairs...covi 3412 2,888 523
Communication SXPensss ........cceccoereiveeeneas 4,432 3921 51
Insurance premiums ......coviiiiniciicninnennnnns 3,673 3,431 242
Depreciation eXpense.......ooovvcicrivecvnnnennians 3,511 4,465 (953
Consumption taX ......oovovionecveecerenniesninnins 2,913 3,120 (206)
ONEL v e 6,612 5,456 1,156
Operating Income .....ccevvvvrvernernnniinans . 106,944 32.9 110,442 35.9 (3,497) (3.2)




Non-Consolidated Income Statement (cont.):
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In millions of yen -rounded down, except where noted

For the current
fiscal year

For the previous
fiscal year

Apr. 1, 2002 to] [Apr. 1,2001 0] Increase (decrease)
Mar. 31, 2003 Mar. 31, 2002
Amount % Amount %o Amount %
Non-operating inCome ......cveveimmniineiinonnen 5,262 1.6 4,570 1.8 692 15.2
Interest on 10ans........ccovvrerecee e 4,364 3,651 712
Cash dividends.......cccccoovvnniiiiiiicnnnc, 76 29 46
Dividend on insurance ..........cc.ccooeeirrnecienene 215 530 (314)
Investment in anonymous association 143 - 143
Miscellaneous ...ccocovviiiiviiirns e 462 357 104
Non-operating expenses 5,106 1.6 7,496 2.4 (2,390) (31.9)
Transfer allowance for bad debts.........ccccovicernen. 4,387 2,371 2,016
Write-down of property for sale ..o 36 47 (11)
New share 1SSUING XPENSES ....vvuvrcerecrierinriririonns - 4,234 (4,234)
Amortization of bond issuing expenses .............. - 72 (72)
Foreign currency exchange losses.............occeonn 99 - 99
Investment in anonymous association ... 514 435 79
Miscellaneous ... s 68 334 (266)
Ordinary income 107,100 32.9 107,518 35.0 (414) (0.4)
Extraordinary income ........ouiioninienisiee 250 0.1 367 0.1 (116) (31.8)
Sale of fixed assets ...eeveriiiie e 0 72 (71)
Sale of iInvestment SECUNEs. .....o.ouvvrvecnecnnnis 211 84 126
Allowance for bad debts from previous year .... 38 210 (171)
Extraordinary losses 793 0.2 35,229 11.5 (34,435) 97.7)
Loss on sale of fixed assets....c..ccvuermvvninrannne 2 31,257 (31,255)
Loss on disposal of fixed assets ..........ccc.eu. 302 711 (408)
Valunion o sl S5t o 61 : 2,147 (2.147)
Loss on cancellation of leases ... - 30 (30)
Loan 1o8Ses ... - 118 (118)
Transfer allowance for bad debts..........ccoo...... 4 351 (346)
Loss on valuation of investment securities ... 359 549 (189)
Loss on sale of subsidiaries” stocks - 4] 41
Loan on cancellation of real estate deposits...... 117 - 117
Loss on valuation of golf club memberships .. 6 21 (14)
Income before income taxes ......oiieeemessesnnsserse 106,558 32.8 72,653 23.6 33904 46.7
Corporate tax, local and enterprise taxes .......... 56,824 17.5 35,001 11.4 21,823 62.4
. Adjustment on corporate tax, efc. ....ueeiienen (5,584) 1.7 (696) 0.2) (4,888) 701.7
Net  Income 55,317 17.0 38,349 12.4 16,968 44.2
Retained earnings brought forward ...........cco....... 4,731 4,648 83
Interim dividends ... (2,794) (2,334) (460)
Unappropriated retained earnings 57,254 40,663 16,591
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(3) Non-Consolidated Statement of Retained Earnings

In millions of yen -rounded down, except where noted

For the current For the previous
fiscal year fiscal year
Ended March 31, 2003 Ended March 31, 2002
June 26, 2003* June 26, 2002*
Present term unappropriated profit ... 57,254 40,663
Appropriation of Profit. ... 54,332 35,931
Earned surplus I8S8TVE .ocoiiiiiincciiiiiiii st - -
Distribution of Profit ...cccoiiiiniiniie e 2,834 2,328
Bonuses for diretors ... 98 103
(Bonuses for auditors).....oovveeeeiirtii e e s 4 3
ORET TESEIVE oottt sttt eeneees 51,400 33,500
Deferred Profits ..o 2,922 4,731

Note: * The date with asterisks indicate Shareholders’ meetings (scheduled).




2. Significant Accounting Policies Relating to the Financial Statements

Accounting principles used for standard accounting treatment

(1)
@)

(1
@)

(M

@)

3)

)

2)

&)

(4)

Appraisal standards and methods for principal assets

Marketable securities

Other marketable securities
Securities valued at market

Securities not valued at
market

Inventories
Real estate for sale

Warehouse goods

Cost method, cost being determined by the moving average method

Market value method based on the market prices on the settlement date. All
valuation differences are reflected directly in shareholders’ equity, the sale
price being computed using the moving average method.)

Cost method, cost being determined by the moving average method

Lower-of-cost-or-market method, cost being determined by the specific cost
method

Property currently being leased out is depreciated as a tangible fixed asset.
Latest purchase cost method

Depreciation methods for depreciable assets

Tangible fixed assets:

Intangible fixed assets
Software

Other

Long-term prepaid
expenses

Deferred assets
Bond issuing expense

New share issuing expense
Conversion methods for

assets and liabilities in
foreign currency:

Decline balance depreciation method
Major useful lives are as follows:

Buildings and structures 7 - 50 years
Machinery and vehicles 2-15 years
Equipment and fittings 2 - 20 years

Straight-line method based on the assumed useful life for internal use (5 years)
Straight-line method
Straight-line method

Depreciated evenly over the period until maturity or over the longest period
allowed by the Commercial Code (3 years), whichever is shorter.

New share issuing expenses are accounted for as expenses at the time of
expenditure.

Credits and debts in foreign currency are converted into Japanese yen at the
spot exchange rate on the settlement day, and differences in the conversion are
treated as profits and losses. '

Accounting standards for allowances and reserves

Allowance for bad debts

Reserve for accrued
bonuses

Allowance for retirement
benefits for employees

Allowance for retirement
benefits for directors

Provision for losses on bad debts is made up to the maximum allowable based
on individual assessments and the actual percentage of bad loan write-offs, as
prescribed in the Corporate Income Tax Law. If that amount is deemed to be
insufficient, additional provision is made.

Provision for accrued bonuses to employees is made by appropriating an
amount based on the estimated total bonuses that will be paid during the fiscal
year.

In order to provide for retirement allowances the company accrues an amount
equivalent to the amount that would be paid if the payment occurred at the end
of the current consolidated accounting period, based on the projected amount
of retirement allowance liabilities and pension assets at the end of the
consolidated accounting fiscal year.

The Company provides for retirement benefits for directors by determining
the estimated amount that would be paid if all directors retired on the balance
sheet date, based upon the pertinent rules of the Commercial Code.
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(Changes in Accounting Standards)

L.

Accounting methods for
income and expenses

¥ AIFUL CORPORATION.

Interest on loans to customers is recorded on an accrual basis. Accrued interest
included in loans is recorded at the lower of the interest rates prescribed in the
Interest Rate Control Law and the contract interest rate provided by the
Company.

Accounting treatment for lease transactions
In finance lease transactions, other than those in which the title of the leased asset is deemed to be transferred
to the lessee, finance leases are treated according to the method used for ordinary loan transactions, mutatis

mutandis.

Hedge accounting methods
Hedge accounting methods

The Company uses deferred hedge accounting. However, the Company uses
special accounting rules for interest swaps where appropriate.

Hedging methods and hedged transactions

Hedging methods
Hedged transactions

Hedging policy

Evaluation of hedge
effectiveness

Interest caps and interest swaps

Borrowing that will change the Company’s cash flow depending upon changes
in market interest rates (floating rate bank borrowing and corporate bonds).
The Company uses hedge transactions to keep the percentage of fixed interest
rate capital below a specified percentage of total capital funds procured.

The Company determines the effectiveness of its hedging transactions based
on a method of ratio analysis covering cumulative changes over the past
ten-year period.

Other Significant Accounting Policies Relating to the Financial Statements

Accounting treatment of
interest on debt

Accounting Methods for
leveraged leases

Accounting treatment of
consumption taxes

Interest on debt used to provide consumer loans is accounted for as financial
expenses and included in operating expenses. All other interest expenses are
accounted for as interest payments in non-operating expenses.

The company signed a contract in December 1992 under which it participates
in an anonymous association involved in the leasing of aircraft. The contract,
which involved an investment of 100 million yen, is due to run for a total of
13 years. This amount is recorded in ‘Other’ under other investment assets on
the balance sheets. AIFUL’s portion of the losses incurred through this union
have been deducted from the value of the investment as recorded on the
financial statements, and losses above and beyond this total recorded in
‘Other’ under long-term liabilities to the sum of 85 million yen.

Consumption taxes are taken out of all Statement of Income items and
Balance Sheet items. Consumption taxes for fixed assets that are not subject to
the exclusion, however, are included in “Other” under Investment and Other
Assets and are written off using the straight-line method over a five-year
period.

Accounting Standards for the elimination of Treasury Stock and Legal Reserve

The company adopted ‘Accounting Standards Pertaining to the Elimination of
Treasury Stock and Legal Reserve’ (Corporate Accounting Standards, No. 1)
during the current fiscal year. This change had no effect on income or losses
for the period. The shareholders’ equity section of the balance sheets for the
current year has been formulated in line with the new changes.

10




Notes

Notes to the Non-Consolidated Balance Sheets

In mllions of yen
As of March 31, 2003

In millions of yen
As of March 31, 2002

1. Total accumulated depreciation for tangible fixed assets:

16,675

2. Assets pledged as collateral and corresponding liabilities:

(1) Assets pledged as collateral:

15,068

In millions of yen

In millions of yen

As of March 31, 2003 As of March 31,2002
Loans 640,484 559,239
Real estate for sale 137 153
Investment securities 145 153
Total 640,767 559,546

(2) Corresponding liabilities:

In millions of yen
As of March 31, 2003

In millions of yen
As of March 31, 2002

Current portion of long-term debt 218,959 190,665
Long-term debt 297,483 277,100
Total 516,443 467,765

Above amounts include items related to the liquidization of loans receivables, 203,482 million yen for outstanding loans receivables
27,321 million yen for the current portion of long-term debt, 96,547 million yen for the long-term debt.

In addition to the above, the Company has contracted to offer loans as collateral in response to borrowers’ requests to the sum of
2,000 million yen for short-term debt, 61,330 million yen for current portion of long-term debt and 81,470 million yen for long-term
debt, 144,800 million yen in total. The Company has also otfered 15,783 million yen for cash and cash equivalents as collateral for
swap transactions. The Company has taken Marutoh K.K.’s tangible fixed assets as a pledge for thier borrowings.

3. Assets Pledged as Collateral and Corresponding Market Values

Transferred accounts 8.001 -
Commercial paper 19,998 6,998
Trust received rights 2,000 -
Total 29,999 6,998
4. Number of shares 373,500,000 224,000,000
Number of issued shares 94,690,000 93,376,000

However, in those cases in which stock has been eliminated in accordance with the contracts, stock issued by the company will be
reduced by an equivalent number of shares.

5. Liabilities on guarantees . (In millions of yen)
{1) Balance of liabilities for affiliates’ individual customers. 10,491 2,746
(2) Balance of liabilities for affiliates’ business customers. 8,535 ] -
(3) Balance of liabilities for guarantees for debts of aftiliates Marutoh Co., Ltd. 9,500 9,500

11
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5. Bad Debts
The bad debts included in Loans and Claims in Bankruptcy are shown below:
End of current fiscal year End of previous fiscal year
Unsecured Other loans Unsecured loans|  Other loans
Total Total
loans
Claims in bankruptcy 2.850 17,488 20,339 1,410 15,046 16,456
Loans in arrears 14,882 16,951 31,834 10,240 13,093 23,333
Loans in arrears longer £.031 3,186 1217 6,561 2369 8,931
than 3 months
71 Tust
Loans with adjusted 32,458 58 32,517 29287 18 29,305
terms
Total 58,223 37,684 95,908 47,499 30,527 78,027J

Explanations each of the above items follow.

Claims in bankruptcy

“Claims in bankruptcy” refers to loans that are included in loans on which principal or interest payments have been
continuously late for a considerable period of time for the reasons cited in Article 96 Paragraph 1 Number 3 Items B through
E of the Corporate Income Tax Law Execution Ordinance (1965, Ordinance No. 97) or for the reasons set forth in Number 4
of the same paragraph. The Company sets aside a reserve for bad debts that is equivalent to the amount the Company believes
it will be unable to recover based on an evaluation of each loan.

Loans in arrears

“Loans in arrears” refers to loans other than claims in bankruptey for which unpaid interest is not accrued. This excludes
loans, however, that are included in loans for which the Company has made arrangements convenient to the borrower for the
purpose of reorganization or support of the borrower such as reduction or exemption of interest or extension of the repayment
period, on which the Company is periodically receiving payments.

Loans in arrears longer than 3 months

“Loans in arrears longer than 3 months” refers to loans for which the principal or interest payment is three or months overdue
from the day following the scheduled payment date and that are not regarded as claims in bankruptcy or loans in arrears.
Loans with adjusted terms

“Loans with adjusted terms” refers to loans for which the Company has made arrangements convenient to the borrower for the
purpose of reorganization or support of the borrower such as reduction or exemption of interest or extension of the repayment
period, on which the Company is periodically receiving payments and that are not regarded as claims in bankruptcy, loans in

arrears or loans in arrears longer than 3 months.
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Notes to the Non-Consolidated Income Statement

1. Gains on losses on investiments in anonymous union investments all refer to product fund operating capital and dividend payments.

2. Breakdown of losses on disposal of tangible fixed assets is as follows.

In millions of yen
As of March 31, 2003

In millions of yen
As of March 31, 2002

Buildings - 3,178
Structures - 6
Machinery - 32
Equipment 0 4
Land - 28,036
Other 1 -
Total 2 31,257

3. Write-off of fixed assets

In millions of yen
As of March 31, 2003

In millions of yen
As of March 31, 2002

Buildigs 181 347
Structures 50 84
Vehicles - -
Equipment 37 71
Other Investment 33 207
Total 302 711




Notes to Lease Transactions

ETS ROy

¢ AIFUL CORPORATION

1. Finance lease transactions except leases under which the title of the leased asset is deerned to be transterred to the lessee

(1)

(2)

(3)

(4)

(5)

Acquisition cost, accumulated depreciation and period ending balance of lease assets

(In millions of yen)

Current fiscal year

Previous fiscal year

Accumulated ) ) Accumulated Period ending
L . Period ending . .
Acquisition cost depreciation Acquisition cost depreciation balance
balance
Vehicles 259 191 68 261 154 106
Equipment and fittings 22,234 17,172 5,062 26,309 18,431 7,877
Total 22,493 17,363 5,130 26,570 18,586 7,983

Outstanding balance of future lease payments at the end of the period:

(In millions of yen)

Within one year 3,918 4810
Over one year 3,631 5,792
Total 7,549 10,602

Amount of lease fee payments, depreciation expense and interest expense:

(In millions of yen)

Lease fee payments 5,318 5,738
Depreciation expenses 4,769 5,474
Interest expenses 231 339

Accounting method for the amount equivalent to depreciation expenses

Calculated by assuming the lease term is the depreciable life and depreciating the remaining amount to zero using the

sum-of-the-years-digits method.

Accounting method for the amount equivalent to interest expenses

Interest expense for lease assets is calculated as the difference between the total lease payments and the acquisition price of the
leased assets, with the amount allocated to each accounting period using the interest method.
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Tax effect accounting:

1. Principal cause of deferred tax assets and deferred tax liabilities:

(1)Deferred tax assets(Current):

End of current fiscal year

7 AIFUL CORPORATION

{In millions of yen)
End of previous fiscal year

Excess amount transferred to allowance for 6,633 4,896

bad debts accounts

Accrued income tax 2,095 888

Denied amount of bad debts depreciation 1,453 861

Unrecorded interest payments due 1.400 172

Excess amount transferred to accrued bonus 815 716

Other deferred tax assets 38 53
Total deferred tax assets 12,437 7.589
(2) Deferred liabilities (Fixed):

Excess amount transferred to allowance for 1,931 1,995

bad debts accounts

Excess amount of depreciation and 1,108 816

amortization

Transfer allowance for retirement benefits 941 543

Transfer allowance for retirement benefit for 448 443

directors’ bonuses

Ditferences in evaluation of other marketable 269 188

securities

Other deferred tax liabilities 467 361
Total deferred tax assets (Fixed) 5,166 4,347

2. Principal items which caused differences betwsen statutory effective tax rate and income tax charge tate after adoption of tax effect

Charge rate of income tax after adoption

of tax effect accounting

accounting:
Statutory effective tariff 419% 41.9%
(Adjusted)
Tax on reserves 5.8% 4.7%
Other 03% 0.6%
48.0% 47.2%

On March 31, 2003, ‘Partial Revisions of Regional Tax Laws’ was published, as a result of which, external standard tax systems
will be incorporated into corporate taxes from the fiscal year commencing April 1, 2004. With this change, the company has
revised deferred tax assets on the basis of legal effective tax rates themselves based upon post-revision tax rates with respect to
temporary discrepancies to be eliminated from April 2004 onwards. In line with this revision, deferred tax assets fell 179 million
yen, and total adjustment to corporate taxes deait with as expenses during the current year came to 168 million yen.
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Per Share Information:

Current Fiscal Year

Previous Fiscal Year

‘Net assets per share
Net income per share

4,983.00 yen
588.63 yen

Diluted net income per share for the fiscal year
under review has not been included here as there
was no dilutary effect on income at the end of
the period.

. Net income per share as recorded in the
Statements of Income:
55,317 million yen

e Net income relating to common stock used
in the calculation of net income per share:

55,219 million yen

e Amount not returned to common stock
shareholders:
98 million yen

*  Breakdown by type of the average number
of shares of common stock used in the
calculation of net income per share and
equivalent stock outstanding during the
period

Common stock:
93,810,102 shares

e Qutline of stock not included in diluted net
income per share due to lack of dilutary
effect

Stock options relating to treasury stock

acquisition methods:

209,000 shares

Net assets per share
Net income per share

4,513.89 yen
426.54 yen

Diluted net income per share for the fiscal year
under review has not been included here as
there was no dilutary eftfect on income at the
end of the period.

_ ¥ AIFUL CORPORATION
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W AIFUL CORPORATION

3. Business Results
(1) Operating Revenue

(In millions of yen)

Current fiscal year
From April 1,2002 to March 31, 2003

Previous fiscal year
From Apri! 1,2001 to March 31, 2002

Amount %% Amount Y%

Interest on Unsecured loans 263,262 81.1 249,088 811
loans to
customers

Secured loans 47,483 14.6 43,054 14.0

Small business loans 4,854 1.5 3,891 1.2

Sub-total 315,600 97.2 296,034 96.3
Other financial  Interest on deposits 10 0.0 30 0.0
revenue

Interest on marketable 0 0.0 0 0.0

securities

Interest on loans 267 0.1 199 0.1

Other 2 0.0 0 0.0

Sub-total 280 0.1 230 0.1
Other operating  Sales of property 306 0.1 2,823 0.9
revenue

Cost of sales of service 935 0.3 1,246 0.4

business

Bad debt write-off 3,896 1.2 3,779 1.3

recovery

Other 3,652 1.1 3,157 1.0

Sub-total 8,791 2.7 11,007 3.6
Total 324,671 100.0 307,272 100.0

Note: “Other” included in “Other operating revenue” consists of clerical fees and property rents.
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(2) Other Operating Indicators

Y AlFUL CORPORATION

(In millions of yen * except per share data)

End of current fiscal year
(As of March 31, 2003)

End of previous fiscal year
(As of March 31, 2002)

Total amount of loans outstanding 1,413,340 1,313,690
Unsecured loans 1,068,151 1,019,292
Secured loans 322,840 277,671
Small business loans 22,348 16,726
Number of customer accounts 2,248,539 2,244,283
Unsecured loans 2,180,114 2,155,235
Secured loans 87,029 75,057
Small business loans 17,396 13,991
Number of branches 1,580 1,603
Staffed branches 536 538
Unstaffed branches 1,040 1,050
Branches for secured loans 4 4
Restaurants - 9
Karaoke parlors - 2
Number of “Ojidosan” loan-contracting 1,573 1,585
machines
Number of ATMs 42,738 28,170
Company-owned 1,676 1,688
Partner-owned 41,062 26,482
Number of employees 3,502 3,576
Bad debt write-off 74,721 51,726
Allowance for bad debts 88,827 75,909
Net mcome per share (yen) 588.63 426.54
Net assets per share (yen) 4,983.00 4513.89

Notesl. Total amount of loans outstanding and the number of customer accounts do not include loans and customer accounts related to

claims in bankruptcy.

2. Furthermore, Bad debt write-off, which came to 2,498 million yen at the end of the current fiscal year and 1,422 million yen at
the end of the previous fiscal year, has not been included.




Changes to the Board of Directors
(1) Retiring Directors

Y AIFUL CORPORATION

Name Retirement Date

Yoshinori Sogabe March 31, 2003

(2) Changes to the Directors’ Positions

Name New Position Previous Position

Taichi Kawakita Senior Representative Director Head of Service Department
Chief of Service Department

Hiroshi Abe Director Director

Head of Administration
Head of President’s Office

Head of Administration

Head of President’s Office

Head of Business Development
Department
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EXHIBIT 3

(Brief Description)
June 2003

The 26th Business Report
“SHAREHOLDERS’ COMMUNICATION”

This Business Report concerning the period from April 1, 2002 through March 31,
2003 (the “Business Report™) was sent to the shareholders of AIFUL Corporation (the
“Company”) in June 2003.

The Business Report is not required to be prepared or made public under any rules or
regulations in Japan; the Company, however, voluntarily prepares the Business Report, sends
it to its shareholders and distributes it to its creditors, customers or analysts from time to
time.

The information in the Business Report which is material to an investment decision is
substantially contained in the Consolidated and Non-Consolidated Eamnings Report (FY
2003) dated May 8, 2003 of the Company (see Exhibit 1).



EXHIBIT & [

(Brief Description)

June 27, 2003

Annual Securities Report

(Report pursuant to Article 24, Paragraph 1 of
the Securities and Exchange Law)

The 26th Fiscal Year
from April 1, 2002
to March 31, 2003

This Annual Securities Report concerning the fiscal year ended March 31, 2003
(hereinafter called the “Annual Securities Report™) was, in accordance with the Japanese
laws and regulations, filed on June 27, 2003 with the Director-General of Kanto Local
Finance Bureau of the Ministry of Finance of Japan, and is made available for public
inspection at the Tokyo Branch of AIFUL Corporation (the “Company”) and at each of The
Tokyo Stock Exchange and The Osaka Securities Exchange, on which the shares of common
stock of the Company are listed.

It is required under the Japanese laws and regulations to include in the Annual
Securities Report certain information 'conceming the Company on both consolidated and
non-consolidated basis, including its financial position and results of operation, together with
the consolidated and non-consolidated annual financial statements of the Company for the
fiscal year ended March 31, 2003.

The information in the Annual Securities Report which is material to an investment
decision is substantially contained in the Annual Report of the Company (see Exhibit 12)
and/or the Consolidated and Non-Consolidated Earnings Report (FY2003) of the Company
(see Exhibit 1),




EXHIBIT 5

(Brief Description in English)

Supplement to
the Shelf Registration Statement

AIFUL CORPORATION

(504043)



Supplement to Shelf Registration Statement dated May 13, 2003 relating to
the Unsecured Straight Bonds-Thirty-sixth Series and Thirty-seventh Series
(with special covenant of rating pari passu solely with the other series of
bonds) (the “Supplement”)

- The Supplement is required to be filed with the authority under the Securities
and Exchange Law when the Company proposes to issue or distribute through
public offerings in Japan of the securities designated in the Shelf Registration
Statement dated February 6, 2003 (the “Shelf Registration Statement”),
including the Unsecured Straight Bonds-Thirty-sixth Series and -Thirty-seventh
Series (with special covenant of rating pari passu solely with the other series of
bonds), worth ¥10,000 million, respectively, of the aggregate principal amount
thereof in such offerings.

The Shelf Registration Statement so supplemented by the Supplement contains
or incorporates by reference the information concerning the terms and
conditions of the public offerings of the Unsecured Straight Bonds-Thirty-sixth
Series and -Thirty-seventh Series, and the information pertaining to the
Company’s business.

The information contained in the Supplement which is material to an investment
decision is substantially contained in the news release dated May 13, 2003

(Exhibit 9).




(Brief Description in Engli’sh)

Amendment to
the Shelf Registration Statement

AIFUL CORPORATION

(504043)

LA LR2208 8 )



Amendment dated June 27, 2003 to the Shelf Registration Statement dated
February 6, 2003 with respect to inclusion in the list of documents
incorporated therein by reference to the Shelf Registration Statements

The Amendment was filed as referred to above in order to incorporate therein by
reference to the Annual Securities Report for the 26th fiscal year filed on June
27, 2003 by amending the list of documents, contained in the Shelf Registration
Statement dated February 6, 2003, which are incorporated therein by reference.

Note:

An amendment to a Shelf Registration Statement is required to be filed under the Securities
and Exchange Law when a list of documents to be incorporated by reference in a Shelf
Registration Statement is amended.




EXHIBIT 7

(Brief Description in English)

The Reports on Treasury Stock Purchase

AIFUL CORPORATION

(504043)




The Reports on Treasury Stock Purchase, each dated April 14, May 13 and
June 10, 2003 (together, the “Reports”) in connection with the open market
purchase of treasury stock for the purpose of transfer to directors and
employees (Note)

The Reports show that no treasury stock purchase has been made for the peribd
from March 1, 2003 to May 31, 2003.

Note:

Under the Securities and Exchange Law, a report on treasury stock purchase is required to be
filed with the authority in connection with the open market purchase of treasury stock of a
listing company.
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AIFUL Corporation
Press Release
April 17, 2003

ATFUL Names New Director

KYOTO — AIFUL Corporation hereby announces the following
unofficial appointment of a new director.

New director

Name New position Current position
Director Advisor
Tsuneo Sakai Public Relations Public Relations
Department Department

Note: The foregoing unofficial appointment of a new director is
subject to official appointment at the Annual General
Meeting of Shareholders scheduled for June 26, 2003.

Profile of new director

Name Career highlights

April 1972 Joined Nippon Fudosan Bank, Ltd.
(currently Aozora Bank, Ltd.)

June 1995 General Manager, Capital Markets
Group 1 at
Nippon Credit Bank, Ltd. (currently
Aozora Bank)

: June 1997 General Manager, Public Relations
(Bgiinzi igtaio Department at Nippon Credit Bank
195%) ' | February 1989 Fukuoka Branch Manager at

Nippon Credit Bank

June 2000 Executive Officer at Nippon Credit
Bank

August 2001 Representative Director at JABOC
Co., Ltd.

April 2003 Aadvisor Public Relations Department
at AIFUL (current position)

AIFUL Corporation

Headguarters: 381-1 Takasagocho,
Gojo Agaru,
Karasumadori, Shimogyo-

ku, Kyoto
President: Yoshitaka Fukuda
Stock code:. 8515
Exchanges: TSE 1lst Section; OSE 1lst
, Section
Fiscal year: Ending March 31

Inquiries: Kenichi Kayama, General
- Manager, Public
Relations Department
Telephone: (03) 3274-3560 (Public

Relations)
(N3N RVDTA4-4ARAK1 { Tnwraectnr
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AIFUL PRESS RELEASE

AIFUL Corporation (8515)
381-1, Takasago-cho, Gojo-Agaru, Karasuma-Dori, Shimogyo-ku, Kyoto 600-8420, Japan
Mr. Yoshitaka Fukuda, President & CEO
Listings: Tokyo Stock Exchange First Section,
Osaka Stock Exchange First Section,
_ Fiscal year end: March 31
For information, contact:  Mr. Kenichi Kayama
General Manager, Public Relations Department
Tel: 03-3274-3560

AIFUL Announce 36", 37" Unsecured Straight Bond Issues

TOKYO, May 13, 2003 - AIFUL Corporation announced its 36"+ 37" unsecured straight
bond issues. » These bond issues are part of AIFUL's diversified plan for further improvements
in financial position, and the continued strengthening of its overall financial health based on
careful observation of market movements.

1ssue name:

Issue amount:
Interest rate:
Issue price:
Offering date:
Payment date:
Maturity date:

. Use of funds:

Lead underwriter:

Trustees:

Rating:

Issue name:

Issue amount:
Interest rate:

Issue price:

" Offering date:
Payment date:

Maturity date:

Use of funds:

Lead underwriter:

Trustees:

AIFUL Corporation 36™ Unsecured Bond
(Limited Inter-bond Pari Passu Clause)
10billion yen

1.25% per annum

100% of face value; face value equals 100 yen
May 13, 2003

May 28, 2003

May 28, 2010

(7 year bond redeemable in lump sum at maturity)
Operating loans

Nikko Citigroup Limited

Aczora Bank, Ltd,

Japan Credit Rating Agency (JCR)

has rated the bonds-A

Japan Rating and Investment Information, Inc. (R&I)
has rated the bonds A- (A minus)

AIFUL Corporation 37 Unsecured Bond
(Limited Inter-bond Pari Passu Clause)
10billion yen

1.74% per annu'm

100% of face value; face value equals 100 yen
May 13, 2003

May 28, 2003

May 28, 2013

(10 year bond redeemable in lump sum at maturity)
Operating loans ‘
Morgan Stanley Japan Limited

Sumitormo Trust & Banking Co., Ltd. ’




Rating: Japan Credit Rating Agency (JCR)
~has rated the bonds A
Japan Rating and Investment Information, Inc. (R&I)
has rated the bonds A- (A minus)
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AIFUL Corporation
Press Release

May 19, 2003

ATFUL Introduces One-Year Terms for Directors

KYOTO - 'AIFUL Corporation hereby announces that, at a meeting of
its Board of Directors held May 19, 2003, a resolution was passed
to introduce one-vear terms for directors as of the 26th Annual
General Meeting of Shareholders scheduled for June 26, 2003.

Reason for introducing one-year terms for directors

AIFUL 1is shortening the term of appointment for directors
(Article 17 of the current Articles of Incorporation) to one vear
from the current two years in an effort to clarify management
responsibility and establish an optimal management structure for
responding to  -changes in the business environment.

Note: The foregoing change in appointment term i1is subject to
approval at the Annual General Meeting of Shareholders scheduled
for June 26, 2003.

AIFUL Corporation

Headquarters: 381-1 Takasagocho,
Gojo Agaru, Karasumadori,
Shimogyo-ku, Kyoto

President: Yoshitaka Fukuda

Stock code: 8515

Exchanges: TSE 1lst Section; OSE lst
Section

Fiscal year: Ending March 31

Inquiries: Kenichi Kayama, General
‘Manager, Public Relations
Department

Telephone: (03) 3274-3560 (Public
Relations)

(03) 3274-4561 {Investor

Ralatimna)
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AIFUL Corporation
Press Release
May 19, 2003

ATFUL Authorizes Treasury Stock‘ Purchase

KYOTO — AIFUL Corporation hereby announces that, at a meeting of
its Board of Directors held May 19, 2003, a resolution was passed
to discuss the purchase of treasury stock at the 26th Annual
General Meeting of Shareholders scheduled for June 26, 2003 with
a view to authorizing the purchase of treasury stock 1in
accordance with Article 210 of the Commercial Code.

1. Reason for acquiring authorization to purchase treasury stock
from the General Meeting of Shareholders

AIFUL will acquire advance authorization to purchase treasury
stock based on a resolution passed at this vyear’s Annual
General Meeting of Shareholders in order to facilitate the
flexible execution of capital policies.

2. Authorization details

(1) ‘ Type of stock to purchase AIFUL
common stock

(2} Number of shares to purchase
Nine million shares {(maximum)
(Egquivalent to 9.5% of shares
outstanding)

S (3) Total stock purchase price ¥90
billion (maximum)

Note: The foregoing purchase of
treasury stock is subject to approval at the Annual
General Meeting of Shareholders scheduled for June 26,
2003.

AIFUL Corporation

Headguarters: 381-1 Takasagocho,
Gojo Agaru, Karasumadori,
Shimogyo-ku, Kyoto

President: Yoshitaka Fukuda

Stock code: - 8515

Exchanges: TSE lst Section; OSE 1lst
Section

-Fiscal year: Ending March 31

Inguiries: Kenichi Kayama, General
Manager, Public Relations
Department

Telephone: (03) 3274-3560 (Public
Relations)

(03) 3274-4561 (Investor

Ralarimmel
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PROFILE »

The AIFUL Group is an innovative, comprehensive retail financial services group that customers
} o ' can rely on: Its corporate philosophy is to “Win the good favor of society,” and its utmost priority
| : is to provide convenience to customers by meeting all of their borrowing needs.

Since its founding in 1967, AIFUL has grown by diversifying its product offerings and customer
acquisition channels, and by merging with or acquiring other firms. We now rank first in the
domestic consumer finance industry in terms of consolidated amount of total receivables and loans
_ outstanding,-as well as operating revenue, and third in terms of ordinary income.

: With this philosophy, and by. further expanding our share in the consumer credit market, we
: believe we can achieve successful synergies for all of our stakeholders, namely our customers,
shareholders, and employees. '

CONTENTS >
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Forward-Looking Statements >>

) The figures contained in this Annual Report with respect to AIFUL s p!ons and strategies and other statements that are not hnsloncol facts

T are forward-looking statements about the future performance of AIFUL which are based on management’s assumptions and belief in light
of the information currently available to it and involve risks and uncertointies and actual results may differ from those in the forward-
looking statements as @ result of various facts. Potential risks and uncertainties include, without limitation, general economic conditions in
AIFUL's market and changes in the size of the overall market for consumer loans, the rate of default by customers, and the level of interest
rates charged by AIFUL:



CONSOLIDATED FINANCIAL HIGHLIGHTS

CONSOLIDATED FINANCIAL HIGHLIGHTS >

AIFUL Corporation and Consolidated Subsidiaries Millions of Yen F:;efrccehnct’?]gz Tg%n{sggﬂggf
Years Ended March 31, 2003 and 2002

2003 2002 03/02 2003

For the Year:

Total income - ¥ ABT 168 ¥ 400,014 12.8% $ 3,759,733

Tofal expenses © 343715 338166 16 2,864,292

Income before income taxes cnd mlnorlty interests - 107,453 61,848 /3.7 895,441

Net income R 59,911 35,064 709 499,258
At Year-End:

Balance of loans outstanding Y 670,782 1,482,796 12.7 13,923,183

Installment accounts receivable 147,857 120,756 224 1,232,142

Total @ssets e D 982 113 2,029,634 124 19,017,608

Longterm debt, including current porhon thereof --------- 1,436,104 1,291,781 11.2 11,967,533

Total shareholders equufy R RURHEEIHEES : 485,991 421,343 15.3 4,049,925

Number of shares issued 04 600 000 93,376,000 14

Percentage
Yen ff Chonge U.S. Dollars

Per Share Data:

Notes: 1. The U.S. dollar amounts have been translated, for convenience only, at ¥120=$1, the approximate rate of exchonge at March 31, 2003.
2. Net income per share has been computed based on the weighted average number of shares outstanding during each period, after retroactive
adjustment for stock splits.
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T0 OUR SHAREHOLDERS >

The fiscal year ended March 2003 was a very good
picture of the vision we at AIFUL have held of
becoming a comprehensive retail financial services
group. The AIFUL Group, including LIFE, became the
industry leader in terms of total receivables and
loans outstanding. Our operating revenues were the
highest in the industry, and our operating and
ordinary income rose to third place. Moreover, we
were the only one of the four leading consumer
finance companies to manage to increase both
revenue and income this fiscal year with our
consolidated operating revenues totaling ¥449.5
billion {up 13.2% year on year), ordinary income
¥111.7 billion (up 6.4%), and net income ¥59.9
billion {up 70.9%).

We believe that these financial results validate our
strategy of becoming a comprehensive retail financial
services company. It also demonstrates the extent to
which LIFE, our new consolidated subsidiary,
contributed to earnings: Operating revenues
increased 13% on a consolidated basis, which
includes LIFE, while increasing only 6% on a non-
consolidated basis; ordinary income rose 6% on a
consolidated basis while slipping a slight 0.4% on a
non-consolidated basis. Clearly, these numbers paint
a picture of a growing, more comprehensive, AIFUL.

TO OUR SHAREHOLDERS

As a comprehensive retail financial
services group, we will continue to
nurture steady profit growth into the
future.

Yoshitaka Fukuda
President and CEQ

Operating Environment and QOur Performance
The business environment for the fiscal year ended
March 2003 was a challenging one in many ways
for this industry. The prolonged economic downturn
has led to a rise in corporate as well as personal
bankrupicies, sluggish income growth and
diminished willingness to spend. Competition within
the industry intensified as banks began to offer
similar products and services.

During this period, all of our efforts have been
geared toward becoming a comprehensive retail
financial services company targeting the ¥63 trillion
overall consumer credit market, and not just the
conventional consumer loans.

We have been diversifying our product lineup to
include, in addition to unsecured loans, home-equity
loans and small-business loans, which our
competitors do not offer. The acquisitions of leading
credit card company LIFE in March 2001 and
midsized business lender City's in October 2002
represent our efforts to develop brands, products,
and customer base unlike those of conventional
consumer finance companies. LIFE has been
particularly successtul in steadily expanding its
cardholder base, receivables and earnings. The
unit's ordinary income reached an alltime high of




To address the phenomenon of a maturing market, we
will expand our business into new growth arecs.

¥8 billion, which contributed significantly to our
consolidated results and helped AIFUL secure steady
profit growth.

Comprehensive Retail Financial Group
There are three reasons why we have striven to
become a comprehensive retail financial services
company rather than just @ mere consumer finance
company. First, the traditional consumer loan market
is projected to mature starting around 2010, as the
young adult population, the target customer segment
of the market, shrinks in conjunction with Japan’s
declining birthrate and aging society. Nor are there
other markets likely to grow for very extended
periods. Thus, we believe it is imperative for us to
expand into new growth areas while we can sitill
generate steady income in the core businesses.
Second, as evident in the recent developments
among bank-affiliated consumer finance companies,
deregulation and industry realignments have
gradually blurred the conventional boundaries
separating the consumer finance, business finance,
sales finance and credit card businesses, which has
led to intensified competition throughout the entire
consumer credit market. To successfully compete for
market share in areas beyond conventional

P DURK o ARERAUVLUVORS

consumer finance, we need to broaden our
operating base and diversify our brand, product
lineup, and customer acquisition channels, as we
have been doing through mergers and acquisitions,
for example.

Third, AIFUL has been significantly transformed on
its way fo becoming a comprehensive retail
financial services company, by diversifying the
business portfolio beyond just conventional
consumer loans to include credit cards and sales
finance. By the end of March 2003, we had
developed a diversified base of customers,
operating receivables and income sources
completely unlike our competitors’. The parent
company’s unsecured loans accounted for 50% of
total receivables while home equity loans accounted
for 15%, operating receivables acquired from LIFE
accounted for 30% and other subsidiaries’ loans
5%.

Given that the consumer finance market is likely to
mature in the near future and the economic outlook
is uncertain, we are confident that this strategy of
broadening and diversifying our business portfolio
to achieve our goal is absolutely necessary in order
to minimize the risks and at the same time ensure
that we continue to steadily grow.
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Successes with LIFE

As a member of the AIFUL Group for more than two
years now, LIFE has been able to steadily increase
its sales and earnings. LIFE expanded its base of
cardholders from 8.71 million at the end of March
2002 t09.83 million at the end of March 2003, for
an increase of 1.11 million, thanks mainly to a
successful card deal with a leading refailer. As a
result, LUFE’s volume of credit card purchases rose
18% year on year and cash advances increased
19% in the fiscal year ended 2003.

LIFE continued to improve its asset portfolio mix by
increasing the proportion of higher-margin assets
and by pulling out of low-profit businesses. Among
the high-margin businesses, credit card transactions
grew by. 18%, but the outstanding amount was flat
roughly as a result of an increase in lump-sum
payments. Excluding auto loans, the outstanding
amount of per-item installment shopping loans
totaled ¥164.2 billion, up by a sharp 25% year on
year. Credit for purchases and other loans
outstanding also grew at a strong pace, up 24% to
¥310.7 billion.

By contrast, the low-profit businesses—those that
LIFE had already indicated it would discontinue—
continued to shrink. Auto loans outstanding dropped
57% to ¥6.6 billion, while credit guarantees

e UK oRAREAWVLUDIDRS

N | By joining the AIFUL Group, LIFE has generated
numerous synergefic effects in addition to contributing

to AIFULs profits.

outstanding fell 14% to ¥117.8 billion. In these
ways, LIFE has been shifting its asset portfolio mix
toward higher-margin receivables as smoothly as
planned.

Companies in the sales finance industry are
realigning themselves in the wake of instability in the
financial system and a plunge in share prices of
some of the leading companies on concerns about
their financial stability. Against this backdrop, LIFE
continues to be better positioned than its competitors
because of financial strength, its very accurate credit
review and investigation capabilities thanks to
AIFUL’s scoring system, and powerful sales
capabilities stemming from merit-based incentives.
We believe further growth can be achieved ot LIFE
by continuing to strengthen the operational structure.

Synergies between AIFUL and LIFE

The incorporation of LIFE into the AIFUL Group has
boosted consolidated earnings and generated
various synergies as well.

First, LIFE has succeeded in increasing its loans
outstanding by more than 20% per year since using
AIFUL’s credit review expertise and scoring system.
AIFUL, meanwhile, used LIFE’s existing credit card
processing system to start offering its customers a

MasterCard credit card in August 2002. In this way,




We will win the support of our stakeholders by
creating successful synergies for customers,
the Company, and employees.

AIFUL was able to save on system development
costs, start issuing credit cards very quickly, and
also better retain its most creditworthy customers by
adding value to a product with a strong brond and
convenient features.

To build on these synergies that have already been
generated, we intend to jointly develop information
systems and use the same back-office infrastructure
to cut costs further. Joint efforts to share system
resources and develop new versions of our
information systems are already under way, and
should lead to a more efficient development process
and cost savings. We are also planning to become
more cost efficient by centralizing many back-office
operations at AIFUL’s contact centers, thereby
eliminating the need for a number of existing
support centers. These are just some of the ways LIFE
has been steadily improving its operations and
generating synergies with the rest of the AIFUL
Group.

To Be the Top Retail Financial Group

Our corporate philosophy is to “Win the good favor
of society.” By this, we mean that, as an innovative
comprehensive financial services group that
customers can trust in the retail market, AIFUL will
continue to sirive to meet the various needs of its

TO OUR SHAREHOLDERS

customers, and at the same time coexist
harmoniously and maintain a good public
relationship.

Based on this corporate philosophy, AIFUL, credit
card unit LIFE, and small-business loan units Businext
and City’s all aim to leverage their broad customer-
acquisition channels, abilities to offer attractive
products that meet customers’ needs and accurately
assess credit risk, and their familiar brands to form
an innovative comprehensive financial services
group with successful, long-term prosperity for all of
our stakeholders, namely, our customers,
shareholders and employees.

June 2003
é /40% L(,-KA

Yoshitaka Fukuda
President and CEO
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JAPAN'S CONSUMER CREDIT MARKET

SPECIAL EDITION »> AIFUL's Strength: Comprehensive Financing Strategy

Japan’s consumer credit market

Overall structure of consumer credit market
The current size of the market based on credit
outstanding is approximately ¥63 trillion, of which
sales credit (financing extended for purchases of
goods) accounts for ¥15 frillion and unsecured
consumer loans (which excludes loans backed by
savings) ¥35 frillion. Consumer finance companies,
such as AIFUL, Takefuji, Acom, and Promise, are
major players in the segment of the market indicated

by the AIFUL logo below.

In the decade since the economic bubble
collapsed, consumer loans provided by traditional
consumer finance companies have roughly fripled as
of the end of 2001 to ¥10 trillion despite a stagnant
Japanese consumer credit market. We think the
market will continue to expand over the next three to
five years to a peak of about ¥13 trillion around
2010, but gradually downshift to a phase of stable

growth and then maturity.

Hence, our strategy all along has been to become

market, targeting the ¥63 frillion overall consumer
credit market and not just the ¥10 rillion market for
conventional consumer loans.

With the consumer loan market maturing, Japan’s
overall consumer credit market is transitioning to an
era of intense competition. Gone will be the
conventional boundaries separating the businesses
involving consumer loans, home equity loans, small-
business loans, consumer credit and credit card
shopping. The result could be fierce competition in a ;
single, ¥63 frillion consumer credit market, similar to '
what has happened in the United States.

The competition among banks, credit-card
companies, consumer credit companies and others
across conventional boundaries has already begun. 'i
Today, merely protecting and speciclizing in one’s |
business may not even guarantee one’s basis of
existence. That is why at AIFUL, we proactively
pursue becoming a comprehensive financial group
through product diversification and merger and i

a comprehensive finance company in the retail acquisition.
The Business Deployment
[Trillions of Yen) of Aiful Group i
' Cred .Sb ! ' Credit Card Shopping' D <: oEDOS
redit Sales . R S K
Shopping (23.2/3.3) v S LIFE
85:5/15.3) 4 Instaliment Fvin‘once‘ . . 'Y 1)1 ;
(12.2/12.0) LIFE §
g?:jgme‘r;' Credit Card Cash' Advance L e o d
Marke! 7.4/30) ' LIFE
Consumer Loans V'Co‘nsumer L@uné by4Cred_i} Cord Corﬁbunie?f ‘ o@nee :
. v : 2.5/31) .. - LIFE ._
o o 2530
( shs || @ac/358) ‘ ;
' Traditional Consumer Finance Companies 7
-(10.6/9.6) W AlFUL
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by Deposit
Post Offices, Banks and other
(13.8/12.3) Financial Institutions

Note: Numbers in the above diagram are {credit provided within the year / credit balance as of December 2001). i

Source: Consumer Credit Market Statistics, Jopan Consumer Credit Indusiry Association




The history of Japan’s consumer finance
market
(1) The expansion of the consumer credit market

The market for consumer loans in Japan has
expanded to ¥10 frillion, roughly tripling in size
over the past decade. The number of consumers for
whom information is registered with the Federation
of Credit Bureau of Japan has increased 55% over
the past decade to 17.42 million as of March 31,
2002.

Why have consumer loans grown so much in
Japan, and why were major consumer finance
companies able to enjoy such strong revenues and
profit growth?

First, Japan became affluent after a period of
strong economic growth. In fact, a generation of
materialistic, pleasure-seeking people emerged
about 25 years ago and came to be known as
“shinjinrui” {literally, “new human race”). This
generation grew up during a time of abundance
resulting from the period of strong economic growth,
when spending was regarded as a virtue. Then
about 15 years ago, the so-called Famicom
generation emerged, named affer the Nintendo
video game system. This generation took affluence
for granted, and had no qualms at all about living a
lifestyle based on borrowing to enjoy life now, and
paying back the debt later.

These generational changes in attitude and outlook
spawned by strong economic growth are by no
means unique to Japan. In virtually every country, a
consumer credit industry typically starts to develop

once economic development reaches the point at
which per capita income exceeds a certain level. It

appears that once people have sufficient food,
clothing and shelter, they tend to want even more of
an affluent life. Also, if one can easily predict
growth in income thanks to a booming economy,
one may spend more than one currently earns,
ahead of time. In this way, the development of the
consumer credit industry in Japan can be seen,
above all, as a product of the country’s economic
growth.

(2) Factors behind the strong growth of the
consumer finance business

The consumer credit industry includes not only
consumer finance but also credit cards. In Europe,
the United States and Asia, except for Japan, it was
the credit card companies that benefited from the
consumer credit industry’s market expansion that
followed economic growth. Only in Japan has credit
card use not caught on considerably. Instead, it was
cash loans provided by the rapidly expanding
consumer finance companies that grew. Perhaps
part of the reason for this trend is simply that Japan
has a much lower crime rate than that of other
countries, and it is at less risk to walk around with
cash. Another reason may be that much of the
populace has been trained at an early age to
readily calculate change and do other monetary
caleulations in their head. Japan, in fact, is a rare
cash-oriented society. In addition to such consumers’
preference for cash, the consumer finance
companies had leverage over credit card companies
in that they provide services that are more
convenient and offer more privacy than the services
provided by credit card companies.
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For instance, consumer finance companies
typically offer revolving credit agreements, which
allow the consumer to determine how many
payments to spread the purchase over and how
much per month. By contrast, most Japanese credit
card companies have been offering the consumer
little choice other than to declare to the cashier, in
public at the time of purchase, his or her preferred
payment method. As a result, instead of enjoying the
benelfit of credit card’s revolving payment method,
many consumers tended to chose only the lump-sum
payment method with most repayments made by
monthly automatic debit from the consumer’s bank
account. While this is used as a debit card, it is no
longer serving as a credit card.

To be sure, the marketing efforts of the consumer
finance companies cannot be ignored. Banks and
credit card companies have shied away from
unsecured loans because of the credit risks, and
thereby left a market void for consumer finance
companies, which realized that they could profitably
extend small loans to individuals if they did so in
large volumes and priced the loans in accordance
with the risks based on statistical data. In addition,
the companies have operated on the assumption
that most people are fundamentally trustworthy by
offering loans even when in doubt.

In sum, the consumer finance business has grown

dramatically for three basic reasons: a steady
expansion of the consumer credit market and
demand resulting from consumers’ increased
affluence and propensity to spend thanks to
economic growth; the cash-oriented economy in
Japan; and the relatively unattractive level of
services provided by credit card companies.

{3) Response to the changing business environment

Each of the three above elements in the operating
environment enjoyed by the consumer credit
companies in recent years is now undergoing
gradual change. The future of the Japanese
economy is beginning to look cloudier due to the
downturn of the past decade or so and the trend for
people to have fewer children. Dramatic increases
in crime and the rapid spread of credit cards in
recent years can also be seen as indicators of a shift
away from a society in which cash is a king to one
in which credit cards play a much larger role.
Moreover, the banks and credit card companies are
striving fo refashion themselves from a low-profit to a
high-profit structure, and they are beginning to
concentrate more on expanding their credit card
business by improving the convenience and
useability of their cards.

It is precisely at times like this, when our operating
environment is undergoing change, that quality of
management is put to the test. The former divisions
between different products, such as consumer loans,
home equity loans, business loans, consumer credit,
credit cards, and so on, are breaking down, and
the battle is about to commence for a share of a
single, overall market for ¥43 trillion in consumer
credit and finance. In order to ensure continued
steady profit growth in this changing business
environment, AIFUL is looking beyond its traditional
market for consumer finance, worth around ¥10
trillion, to target the entire market for all forms of
consumer finance and credit, with a much higher
value of ¥63 trillion. To achieve this, we aim to turn
ourselves into a total finance services company in
the retail finance segment with the ability to lead the
overall consumer finance and credit market.
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Advances in the scoring system

The key to successful expansion in the consumer
finance business lies in the ability to accurately and
efficiently make credit decisions for unsecured loans
to an unspecified large number of consumer
borrowers. While a ¥5 billion loan to a single
company and 10,000 individual loans of
¥500,000 each amount to total lending of ¥5
billion, the latter naturally involves greater
processing costs. Thus, the challenge, is how to
manage this problem.

In 1985, AIFUL succeeded in becoming the first in
the industry to use a scoring system. Since then, it
has continued to completely update the system on
an average of every two and a half years. The
current scoring system, the seventh version, went
into operation in April 2002.

AIFUL's scoring system, an automated credit
decision system, statistically analyzes a variety of
data, including the borrower’s profile and status of
loans (number and amount] from the Company and
others. Based on an estimate of the borrower’s
default probability, the system automatically makes
a decision on whether to extend a loan to the
borrower, as well as on the credit limit and the loan
rate.

In the case of corporate credit ratings issued by
credit rating agencies, they are based on analyses

of quantitative and qualitative data on the company.

A high credit rating allows the company to borrow
large amounts at low rates while a low credit rating
limits the company’s borrowings to small amounts at
high rates. If the company does not have a credit
rating above a certain level, it has very restricted
access to loans. AIFUL's scoring system can be
regarded as a consumer version of such a credit
rating system, with the major distinction being that
the process is entirely automated based on a
computerized system of statistical analysis.

When a customer first visits a branch office for a
loan, the loan decisions are all made based on this
scoring system, regardless of whether the customer

sits down with a representative or applies for loan at
a machine. In the former case, the AIFUL
representative enters the customer’s information into
a client terminal connected to a host computer,
which immediately checks the information against a
database of 6 million customers, analyzes and
determines whether to approve a loan. If the loan is
approved, the system then determines a credit limit
and loan rate. The data that are entered and
analyzed include gender, age, occupation,
employer, industry, years of work experience, family
information, and years ot current and past
residences. This customer profile data and
information on the status of loans from other
companies from the Federation of Credit Bureaus of
Japan'’s online database system are combined and
analyzed with an up-to-date computer system. In this
way, the entire loan application process, including
preparing and filling out the loan agreement, takes
only about 30 minutes.

In addition, AIFUL’s system handles not only initial
credit reviews but also ongoing credit reviews of
borrowers through its Automatic Brushing System (a
system for automatically performing periodic credit
reviews) that incorporates up-to-date information
from the Federation of Credit Bureaus of Japan's
database on the status of loans from AIFUL and
other companies. This system allows changes in the
borrower’s risk profile to be quickly reflected in the
borrower’s credit limit and interest rate.

As an innovative comprehensive finance company
that customers can rely on in the retail market, AIFUL
will continue to strive to meet the varying needs of its
customers by improving its scoring system and
enhancing the accuracy of its credit reviews.

ADVANCES IN THE SCORING SYSTEM
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Changes in the business environment

Rising unemployment and personal
bankruptcies as a result of the economic
downturn

The Japanese public has been experiencing
economic uncertainty in the last several years unlike
anything before, and the economy’s stagnation
continues to drag on. A number of life insurance
companies, banks and nonfinancial companies
have failed, financial instability and deflation
remain unchecked and the stock market has been
very weak. Unemployment rate has been high as a
result of bankruptcies and restructurings. The number
of personal bankruptcies, meanwhile, has been in a
steady uptrend since 1997, and exceeded 210,000
in 2002.

Such unstable economic conditions create a sense
of uncertainty in people’s lives. The worsening
economy and the unclear outlook have also led to
significant changes in the business conditions for
consumer finance companies.

Rise in bad debts

We attribute the rise in bad debits to four factors: the
impact of the macroeconomy, the fairly regular
cyclicality of bad debts over the long term, the wide-
spread illegal predatory lenders and finance
companies’ lending stances.

First, the impact of the macroeconomy is evident in
the rise in unemployment and the sluggish growth or
even decline in incomes, which naturally worsen the
cash flows for certain segments of the population.

Second, economic as well as other factors that
lead to an increase in bad debts tend to come into
play every five to seven years. This cycle of rises
and falls in bad debts is affected by the economic
policies of the times. Bad debts increased during the
socalled sarakin (loan shark) panic of the early
1980s, the period following Black Monday in
1987, in the wake of an increase in personal
bankruptcies around 1992 due to overextended
credit card debt after the collapse of the bubble, the
economic downturn around 1997 stemming from
the government'’s fiscal reform policies, and now the
current economic slump resulting from the

government's structural reform policies. We believe
there is always a cerfain proportion of customers
whose loans are at risk of turning into bad debts,
and while some temporary factors are now pushing
up the number of loan defaults, this trend is bound
to turn downward again in time.

Third, according to a survey of personal
bankruptcies by the Federation of Moneylenders
Association of Japan, about 50% of bankrupt
individuals were victims of the widely spread illegal
predatory lenders. We project the number of these
victims to decline with measures such as more
rigidly enforced penalties and reinforced registration
of lenders that are part of the Revised Money-
Lending Business Law passed by the Diet to prevent
illegal predatory lending.

Finally, finance companies’ lending stances also
play a role. When lenders aggressively take on risk
and expand their lending, their outstanding loans
may increase at the expense of bad debts growing
after a certain period. On the other hand, when
they curiail the increase in their lending to minimize
their risk, it results in @ decline in bad debts after a
certain period. To take measures against the increases
in bad debts in foday’s economic recession, we at
AIFUL Group have tightened our lending criteria in
the latter half of the previous fiscal year, lowering our
acceptance ratio {the number of loans extended as a
proportion of total loan applications) from about 75%
to about 65% to limit credit.
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Declining numbers of new customers
Currently, major consumer finance companies are
suffering from sluggish growth in the numbers of
new customers and accounts, as well as in the
amount of loan balance. The biggest factor for this
has been consumers’ diminished willingness to
spend as a result of the worsening macroeconomic
environment. Under these conditions, consumer loan
customers increasingly tend to hold off on
borrowing, as much as the general public holds off
on spending.

The leading consumer finance companies
experienced their strongest earnings growth during
the bubble years. At that time, consumers spent as
much as they could, boosted by steadily rising
incomes and the virtual absence of anxieties about
the future. Even after the bubble collapsed, the
consumer finance majors continued to consistently
aftract more new customers, since the growth in
demand for consumer loans from changes in
consumers’ lifestyles and values outweighed the
negative impact on demand from the economic
downturn.

Amid this tailwind in the form of growing demand,
consumer finance companies did very well in
attracting new customers through marketing
successes. Starting in 1994, they installed automatic
loan machines and opened up a large number of
new branch offices. After a ban on TV commercials
for consumer loans was lifted in 1999, the
companies launched TV advertising campaigns
designed to portray them in a kinder, gentler light.

However, the combination of diminished benefits
from these marketing efforts and weak loan demand
stemming from the stagnant economy has led to a
decline in new consumer loan customers for the
leading consumer finance companies. However, we
have been doing relatively well, thanks to the
success of our chihuahua TV commercial.

Competition among the consumer finance
companies

The key determinants of success in acquiring
customers have changed in the past 10 years.
While prospective customers always felt at ease
dealing with a well-known, leading consumer
finance company, starting around 1994-95,
convenience also became a major factor, as
consumer finance companies opened up many new
branch offices and installed automated loan
machines. Then in 1999-2000, a key determinant
was developing an affinity with prospective
customers through TV advertising. The four industry
leaders, AIFUL Group, Takefuji, Acom and Promise,
each adapted very well to these changes and
increased their combined market share, thereby
strengthening their hold over the market.

Alter resirictions were lifted on the time slots during
which consumer-loan TV commercials could be aired
the companies’ new TV adverfising campaigns
marked the first steps in their branding strategies.
These moves are likely to become extremely
important for the industry leaders to gain a
competitive edge. AIFUL Group quickly set up a
project team in order to focus on enhancing the
brand image not just of AIFUL but of the entire AIFUL
Group.

To better target the huge consumer credit market,
we made LIFE, a leading credit sales company, a
part of the AIFUL Group. We now have use of the
brand of a leading credit sales and credit card
company, which our competitors do not. If we
manage to leverage it well, we could have a
significant advantage over our competitors.
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Competition from bank-affiliated and foreign
consumer finance companies

@Loan, Mobit, Tokyo-Mitsubishi Cash One and
other rate {15-18%} loan businesses are another
source of competition, but they have different
customer bases than those of consumer finance
companies, which price their loans in proportion to
the default risk of the borrowers. The market for this
moderate-risk segment is quite limited.

If these loan businesses were to aggressively try to
attract consumer finance companies’ customers at
their loan rates of 15-18%, they would have
difficulty in being compensated for default risks and
lose money on the loans. These businesses rely not
on a nationwide bricks-and-mortar presence but
rather on TV advertising, the Internet, telephone
marketing and other forms of direct marketing. Thus,
we believe they are not on the same competitive
level as the leading consumer finance companies.

Foreign consumer finance companies, meanwhile,
have merely remained in the background with their
internationally known brand names following their
acquisitions of Japanese companies, leaving the
acquired midsized consumer finance entities fo do
the actual sales. In other words, foreign consumer

finance companies have not become a major
competitive threat, as they are still nothing more
than the original midsized competitors they
acquired.

Responding to changes in business
environment

In facing the maturing market for conventional
consumer loans and the intensifying competition, our
strategy has been to become a comprehensive
financial company in the retail market, targeting the
entire ¥63 frillion consumer credit market. Under this
consistent business strategy, AIFUL, on a parent
basis, has pursued product diversification in
addition to acquiring LIFE, the sales-finance and
credit-card company, and City’s, the semi-major
business loan company. Through such merger and
acquisition strategies, we have proactively
continued to gain products, brands and clientele
that differ from those of conventional consumer
loans.

Now the AIFUL Group's business line has
expanded to include credit cards, credit purchases
and business loans in addition to consumer loans.
We have secured revenue sources and channels that
differ from those of our competitors.

The following pages explain our management
strategy in details.
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AIFUL's management strategy

Product diversification
(1) The aims of product diversification

A pillar of AIFUL's management strategy is product
diversification. AIFUL is the only leading consumer
financial company that has committed itself to
developing a diverse line of products that includes
not only the flagship unsecured consumer loans but
also home equity loans and small-business loans.
The aims of diversification are as follows:

The first is to maintain steady profit growth even
after the consumer loan market matures, as it is
expected to do in the near future. Offering products
not available at competitors will steadily expand our
share of a maturing market.

Second is cost efficiency. Offering a number of
products at the same office by the same employee
increases sales efficiency.

Third is diversification of business risk. Having a
variety of products that differ in risk-return
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characteristics—such as customer segments, average
balances and loan rates—allows us to aveid the risk
of our loan portfolio concentrating excessively on a
specific customer segment. For example, while the
core customer base of our consumer loans consists
of relatively young adults, the customers of our home
equity loans are primarily older adults. In this way,
we are not overly exposed to the young adult
segment.

(2) Home equity loans

Our biggest product next to unsecured consumer
loans is home equity loans, which has steadily
grown among our portfolio since we started offering
it in 1985. As of March 31, 2003, home equity
loans have become a core product and a key driver
of AIFUL’s strong growth with 87,000 customers
and a loan portfolio of ¥322.8 billion, representing
growth of 16.3% year on year.

The impetus for this business came from the strong
growih of home equity loan companies in the United
States, such as Household Finance. We developed

T1e up “with Resona Group in guarcntee
busmess oF smc” busmess Iocms

eusinext

JV w;rh Sumnomo Trust Bank

L
; P
: P

et R,

W AlFUL

Unsecured |oan Home equny locm , SBL™

’Sanyo Shlnpun Happy credlt Sinwa

3 consumer |oon SUbSId!GI’IeS

A

“‘*’?’{H:iléb; Risk

znsumer chnce T

| (ir”e,c’i'it;cvci'd‘sh‘o;ppin"gﬁ, Installment
I sales finance; Credit guarantee;
Unsecured |oon (L|fe Cash Plaza) -

* Credit Cards/Insialiment Finonce

" Citys

SBL SUbSllery

i

_Small Business Loans ;



AFULCORPORATION.. ANNUAL.RERORT:2003 5 AIFUL'S MAN

t

AGEMENT STRATEGY

B

home equity loans and began offering them in
Japan on the expectation that they would be even
more phenomenal and successful than in the United
States since home ownership is higher in Japan.
Home equity loans involve much larger amounts of
financing than consumer loans, and also require
accurate appraisals of property values. When we
joined the home equity loan business as a
newcomer, we had to develop our property
appraisal expertise from scratch despite already
having established ourselves in the consumer loan
business with a database of about 6 million
customers.

We gradually built up our system for the business
starting with a comprehensive in-house employee
training and quadlification system, conducting
independent appraisals through partnerships with
200 real estate appraisal firms nationwide, and
completely separating the real estate review and
sales divisions. The results have been clearly
successful: continued double-digit growth in the
outstanding amount of home equity loans over the

past five years, and a bad-loan write-off ratio of
between 1% and 2%.

(3) Small-business loans

As part of our product diversification efforts, we
introduced our third product, small-business loans, in
1997 to meet the various needs of business owners
for quick financing. The business has grown
dramatically with the loan portfolio totaling ¥22.3
billion as of the end of March 2003, up 33.6% from
a year ago. Because banks continue to be less than
willing to extend loans to small businesses despite
demand, there is a shortage of financial institutions
offering such financing. At AIFUL, we are going to
seize this opportunity.

Strategy to become a comprehensive financial
company in the retail market

Today, business conditions in the consumer credit
industry are gradually changing.

The conventional boundaries separating the
businesses involving consumer loans, home equity
loans, small-business loans, consumer credit and
credit card shopping are disappearing, resulting in
intensified competition for shares of the ¥63 trillion
consumer credit market. We at AIFUL will target the
entire consumer credit market—not just the ¥10
trillion market for conventional consumer loans—in
our aim fo maintain steady profit growth ond
become an overwhelmingly dominant
comprehensive financial company in the retail
market.

Asset by type of product
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As a result of engaging in a number of mergers
and acquisitions, including the acquisition of the
leading consumer credit and credit card company
LIFE, AIFUL has taken a major step forward toward
transforming itself into o comprehensive financial
company in the retail sector. Our business line has
now expanded to include credit purchases, cash
advances and per-item shopping loans in addition
to the conventional consumer loans we have been
offering. While our business portfolio at the end of
March 1999 was no different from our competitors’,
with unsecured loans accounting for 82% and home
equity loans accounting for 16% of total receivables,
by the end of March 2003, we had diversified
sources of earnings. AIFUL’s unsecured loans
accounted for 50% of total receivables and home
equity loans 15% while card and sales financing
receivables acquired from LIFE accounted for 30%
and other subsidiaries’ loans 5%.

Given that the consumer finance market is likely to
mature in the near future and the economic outlook
is uncertain, we think broadening and diversifying
our business portfolio to become a comprehensive
financial company is an effective strategy for both

ensuring steady growth and minimizing risks.

ATFUL’S MANAGEMENT STRATEGYJ

Brand strategy

Thanks to our successtul TV advertising compaign,
we have become the industry leader in terms of
new, unsecured loan customers. Amid intensifying
competition in the consumer credit market, we
believe differences in brand strength will become a
key determinant of support from customers. TV
advertising has done much to improve the image of
the leading consumer finance companies, but we
still have difficulty winning over women and other
particular customer segments.

To avoid being hamstrung by the brand image of
“last resort for desperate salarymen” associated with
the consumer finance industry and acquire @
broader range of customers, our strategy has been
to make the LIFE sales finance and credit card brand
a part of our group. With the better brand image
and broader customer base of LIFE, we believe the
AIFUL Group will have a broader range of earnings
opportunities.

In addition to improving the brand image of the
group through acquisitions, we have been steadily
working to enhance the AIFUL brand itself. We
initiated a brand sirategy project involving several
divisions in October 1999, an effort that has led to
various proposals regarding brand management.
Major changes along these lines were made in April
2003, and the project has become a top priority
directly overseen by top executives, including the
president.

Under this new brand sirategy, we aim to improve
our brand by boosting customer and employee
satisfaction, which in turn will improve our corporate
value and increase investor satisfaction. The AIFUL
Group aims to develop successful synergies for
customers, the Company and employees not only to
enhance the corporate brand but also to win public
trust and support, which is our corporate

philosophy.

i
{

B TN SN SR AL S ARE U —

ROTER

I

BE

"
!

'
i.
i
i}




+ CATFUL CORPORATIOGN - "ANNUAL REPORT 200

AIFUL’S MANAGEMENT STRATEGY

LIFE

(1) Entering the sales finance and credit card market

As illustrated by the consumer credit market chart on
page 6, the sales finance and credit card market,
which consists of credit purchases, per-item
shopping loans, cash advances and consumer loans
provided by consumer credit and credit card
companies, constituted about 61%, or about ¥45
trillion, of the entire consumer credit market as of the
end of 2001 in terms of extended credit.

The total number of credit cards issued as of the
end of March 2001 was about 230 million. This
translates to 1.8 cards per Japanese national, an
increase of 45 million cards (24%) in the last 10
years. The amount of money handled by credit
cards, including both purchases and cash advances,
also increased about 82% in 10 years, from ¥15
trillion in 1990 to ¥28 trillion in 2000. This is a
market that continued to grow at a rate of about
10% every year when the rest of Japan was
experiencing negative growth after the economic
bubble burst. It is a reflection of how Japan is
steadily making a transition from a cash society to a
credit card society.

Still, credit card payments make up only about 7%
of consumer spending in Japan. This is a striking
difference when compared with about 22% in the
United States and a whopping 58% in South Korea.
Eying this growth capacity and potential of the
credit card market, AIFUL has acquired the credit
card company LFE in March 2001 to join the
market,

(2} The acquisition of LIFE

We acquired LIFE, a company founded in 1952 that
led the sales finance and credit card industry. After
the burst of the bubble, however, LIFE had
increasing difficulties in dealing with a significant
decline in operating revenue stemming from weak
consumer spending, an increase in bad loans in the
corporate financing businesses, and a rise in bad
loans in conjunction with an increased incidence of
personal bankrupicies. The company also ran into

financing difficulties in 1998, after one of its main
banks, the Long-Term Credit Bank of Japan, suffered
from a serious deterioration in its creditworthiness.
LIFE was eventually forced to apply for protection

under the Corporate Reorganization Law, in June
2000.

After LIFE filed for protection under the Corporate
Reorganization Law, a number of companies
proposed to be a sponsor for the credit card
company. AIFUL's proposal, however, featured the
best terms for reorganization that in October 2000,
the Tokyo District Court granted permission for
AIFUL to sign a sponsorship agreement. Thus,
AIFUL’s president, Yoshitaka Fukuda, was selected
as the receiver of operations as we began the
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corporate reorganization process. In March 2001,
repayment to creditors was completed, and LIFE
became a fullfledged member of the AIFUL Group

of companies.
(3) Reviving LIFE

LIFE is equipped with a track record and expertise in
the sales finance and credit card industry, and a
brand name os a leading sales finance company.
However, its major problem—like that of other sales
finance and credit card companies—was the
relatively low-profit structure. In addition, it lacked
the know-how to provide products and services that
fit the different risks carried by the customers, and
was not able to quickly meet the diversifying needs
of the customers.

To revive LIFE, we implemented a fundamental
overhaul of LIFE’s business, such as to withdraw
from automobile loans and other unprofitable
operations to rearrange its portfolio focusing on
high-profit operations, reexamine unfavorable
transaction terms with affiliate stores, and reduce
costs in order to become a highly profitable
company with growth capacity.

Today, two years after LIFE began its business
anew, the number of cardholders, operating

receivables balance and revenues continue to grow
sharply, with ordinary incom being ¥2.4 billion
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after the first year of acquisition, and ¥8 billion in
the second year at the end of March 2003, marking
the highest profit ever since LIFE's founding.

(4) LIFE"s current situation

LIFE expanded its base of cardholders from 8.71
million at the end of March 2002 to 9.83 million at
the end of March 2003, for an increase of 1.11
million. The company issued a total of 2.07 million
new cards, including 1.88 million affiliate cards. A
card deal with leading home improvement retailer
Komeri in May last year particularly contributed to
the increase in cardholders.

As for increasing high-margin Life’s receivables,
we are making steady progress with credit purchase
balance increasing 4% over the previous year to
¥64,069 million, per-item shopping-loan balance
(excluding automobile loans) increasing 25% over
the previous year to ¥164,224 million, cash
advance balance increasing 20% over the previous
year to ¥192,209 million, and balance at the LIFE-
operated loan shop, Cash Plaza, increasing 31%
over the previous year to ¥117,646 million.

The asset portfolio continues to improve, with
growing businesses accounting for 82% of total
receivables and declining businesses 18% at the
end of March 2003, versus 60% and 40%,
respectively, at the end of March 2001.

In addition to building up high-margin assets, LIFE
has been steadily improving its profitability by a
clearly defined anti-commission-dumping policy to
improve the transaction terms with partners. Its
overall profit margin increased from 12.2% in fiscal
year ended March 2002 to 14.7% in fiscal year
ended March 2003, and improvement of 2.5
percentage points.

The margin on card cash advances improved by
1.9 percentage points thanks to improved interest
income distribution terms renegotiated with partners.
Margins on LIFE Cash Plaza card loans and
products with bank guarantees kept stable yields.

£
:
E.‘
E
re
-




o AVFUL CORPORATION - ANNUALRERORT 20037 .7

(5) Management policies for the fiscal year ending
March 2004

In the fiscal year ending March 2004, we aim for
further growth while keeping a proper balance
between expanding operations and taking sufficient
precautions against risks. Our growth initiatives
include strengthening credit card business,
increasing profitability through further improvements
in the asset portfolio, and bolstering those aspects of
our operations needed to implement these strategies.

To take precautions against risks and increase
profitability, we aim to continue to create synergies
within the AIFUL Group and become even more cost
efficient.

(6} Sales expansion initiatives

Specific measures for expanding sales include, first
of all, enhancing credit cards business. To do so,
we will promote increasing the number of
cardholders through additional partnership deals.

Second, as part of our efforts to increase card
utilization rates, we will sign more event-affiliated
cards that generate a higher utilization rate, and
strengthen our marketing to improve product and
service planning abilities. In April 2003, we put a
highly focused marketing unit into operation to
aggressively implement various initiatives based on
market research to increase the number of active
cardholders and amounts of borrowing.

Third, we have a two-pronged initiative designed
to strengthen our operating base: The branch offices
will continue fo try to attract offiliated merchants
with close ties to their local communities, while the
head office will lead the effort to attract large
affiliated retailers.
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Fourth, to simply rearrange our portfolio, we will
continue to withdraw from unprofitable operations
and focus on highly profitable operations.

Finally, the branch offices are free to focus on
sales since two support centers, one in eastern
Japan and one in western Japan, began handling
branch offices’ loan application reviews and
customer inquiries in October 2001. Competitors
are starting to consolidate their support operations
as well, but we believe our head start has kept us
one step ahead in terms of sales capabilities. The
switch to two support centers has also allowed us to
streamline and standardize our operations and
increase labor efficiency. For instance, the volume of
processing work increased about 30% after the
switch, but we were able to keep staffing levels
roughly unchanged.

We plan to add another 40 LIFE Cash Plaza
branches: 10 that are staffed and 30 that are
unstaffed. The staffed branches will offer a variety of
products and services and thereby differ from the
conventional consumer finance branches, which
heavily promoted the LIFE card.




(7) Cost-reduction initiatives

To reduce costs, we will first pursue further group
synergies.

We have already begun developing new versions
of our existing systems. Joint efforts with AIFUL
should streamline the system development process,
while the shared use of system resources should
reduce costs. Moreover, in the future, the shift of
support operations to AIFUL’s contact centers will
lower our rent expenses. We are always on the
lookout for ways to generate synergies and become
more cost efficient.

Second, to minimize bad debts, we intend to
confinue to use AIFUL’s lending expertise to further
improve our scoring system, and independent credit
data to conduct accurate, periodic credit reviews. A
new security section will monitor for improper or
fraudulent usage of cards. We also plan to
strengthen ongoing supervision of affiliated
merchants to minimize the risks associated with their
bankruptcies, and improve our collections through a
stronger collection system and increased use of
information systems.

Finally, the entire group is striving to cut costs in
various ways, including joint purchases with AIFUL
to lower unit costs and the establishment of a cost-
reduction project. We generated ¥3 billion in cost
savings in the fiscal year ended March 2003, and
aim for another ¥2.5 billion for the year ending
March 2004,

MANAGEMENIT FOLICTES FORK FIoULAL 20005

Management policies for fiscal 2004

Key management policies

Business conditions for the consumer finance
industry are undergoing significant change. It will
be a challenge to achieve the objectives of ¥3
trillion in lending, ordinary income of ¥200 billion,
and a return on asset of 3% that we set down in our
medium-erm management plan that extends to the
fiscal yeor ending March 2005.

In light of the challenging environment we face, we
believe it will be most important for us to maintain a
proper balance between expanding operations and
taking sufficient precautions against risks.

The first of our key management policies for the
fiscal year ending March 2004 and beyond, aimed
at taking precautions against risks, involves
becoming more efficient in terms of operations and
costs and thereby establishing an earnings structure
strong enough to adapt to changing business
conditions. The second, aimed at expansion,
involves developing further initiatives in LIFE’s credit
card business and expanding the business loan
operations of Businext and City’s, as part of our
effort to become a comprehensive finance company.

Becoming more efficient in terms of
operations and costs

For AIFUL to become more efficient in terms of
operations and costs on a non-consolidated basis,
we will strive to build a more efficient operation
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system and to cut general expenses in the fiscal year
ending March 2004.

To build a more efficient operation system, we will
open two contact centers this October.

All communications with customers, including
automated loan machine applications, product
information, loan referrals, phone-based loan
collections, and help with loans under resclution are
currently handled through our call centers. By
establishing two contact centers, one in eastern
Japan and one in western Japan, to consolidate
these operations, we infend to become more
efficient and cut costs. Toward this end, an initial
test involving a 30% reduction in staff at our Kinki
office is going well overall. Nevertheless, we plan to
make the switch to a system of contact centers
slowly and carefully based on the results of our
initial test, since some competitors have noted
unexpected results and an increase in bad debts
after they established contact centers.

To cut general expenses and save a targeted ¥2.5
billion a year in costs for the fiscal year ending
March 2004, we intend to take an outside
consultant's critical view and look closely at all of
our various non-personnel expenses, such as ATMs,
rents and other facilities expenses, and costs for
print advertising (in the form of inserts for pocket
tissue packs given away near busy train stations, as
well as for newspapers). We will also consider
outside consultants’ proposals on ways we can
improve productivity through workflow changes and
thereby reduce both personnel and non-personnel
expenses.

Expanding LIFE’s businesses
We have already achieved considerable results in
terms of our three objectives for expanding LIFE's
businesses, namely, restructuring the business portfolio,
reducing costs, and changing unfavorable deal terms.
As the next step, our most important objective is o
strengthen LIFE’s core business, credit cards.

We put priority on expanding LIFE’s credit card
business because of the potential for market growth
and solid demand for credit cards that we see.

20

MANAGEMENT POLICIES FOR FISCAL 2003

Consumer installment credit amounts to 21% of
household disposable income in the United States,
but only 16% in Japan (excluding deposit-backed
loans). In addition, the number of credit cards issued
in Japan rose 5.6% between 2000 and 2001, and
the outstanding amount of purchases on credit has
risen by more than 6% a year since 1997.

Growth in small-business loans

We categorize the market for small-business loans
as consisting of a high-risk segment and a moderate-
risk segment. In the high-risk segment, the top six
business-loan companies (excluding Lopro and
SFCG, which lost market share after running into
high-profile problems relating to their lending
practices) were able to increase the outstanding
amount of their lending from ¥206.9 billion in 1999
to ¥246.2 billion in 2001 even after encountering a
maijor public backlash arising from the above
lending-practice problems. We believe this trend
indicates just how solid the demand for small-
business loans is, and thus see much room for City’s
to expand in this segment.

In the moderate-risk segment, outstanding business
loans total ¥20 trillion, based on reports filed with
the Financial Services Agency. As is well known,

however, the only truly active lenders in this segment
are a few leasing companies offiliated with
manufacturers, such as Ricoh Leasing. On the whole,
there is no movement in this segment of the market.

We see considerable opporiunities for Businext,
depending on its specific business strategies.




CORPORATE PHILOSOPHY »

Our corporate philosophy is “Win the good favor of
society.” By this, we mean coexisting harmoniously
with and maintaining @ good relationship with
society at large, as an innovative, comprehensive
finance group that customers can rely on.

Successful synergies for customers, the Company
and employees

With this philosophy we believe we can achieve -
successful synergies for all of our stakeholders,
namely, our customers, shoreholders and
employees.

The history of the consumer finance industry is a .
mixed one. In the late 1970s to the early 1980s,
consumer finance companies were not widely
known and were the subject of much public
criticism.

Our corporate philosophy to “Win the good fovor
of society” reflects our sincere intentions to improve
the way we, and the rest of the industry, are viewed
by the public, attract a broader bose of customers
and contribute to socnery

Win the good favor‘w’

/ Successful synergles
; S for customers, -
..~ the Company
- ‘and employees

Continuous growth % -

of the Company " S

Successful synergies for customers, the
Company, and employees

Win the good favor of customers
Make every effort to understand and respond to the
needs of customers in the spirit of our customerfirst

philosophy.

Continuous growth of the Company

Build good relations with the shareholders and other

investors that provide the Company’s funding, by
pursuing steadily growing profits, working to
increase shareholder value, and conducting fair and
impartial information disclosure.

A stable livelihood for employees

- Build good relations with employees to help them

sustain a stable livelihood, by adhering to the AIFUL
Group's management philosophy and providing @
rewarding work environment.

'/ Astable livelihood
/’/\) for employees . /

pal




Corporate Governance

The AIFUL Group has implemented an appropriate
system of corporate governance fo realize the above
management philosophy. For example, all past
business strategies for the purpose of realizing this
management philosophy have been approved as a
result of full, logical, and timely debate and review
in the weekly meetings of the board of directors.

Moreover, an effective check on all management
decisions is provided by the board of auditors and
an external auditing organization, and the desires -

and opinions of shareholders are regularly fed back -

to the president, the board of directors, and senior
staff in all of the organization’s divisions. We make
sure that corporate governance is taken seriously at -
every level of the Company.

We also strive for effective corporate governance
by disclosing information about our business to the
public whenever appropriate, enabling effective
external checks on our management practices.
Under this policy of maintaining a high level of
transparency, the AIFUL Group endeavors at all
times to disclose information in a timely and easily
understood manner, through this investor relations
website, news releases, accounts data, briefings for

financial analysts, and a variety of other documents

available to both Japanese and overseas media,
investors, and others. In January 2003, our efforts
were recognized in the form of “Listed Company
Disclosure Award” presented by the Tokyo Stock
Exchange. We were one of the only five companies
out of the approximately 2,000 listed companies
presented with the award.

n

Total Compliance

Compliance with all laws is a natural outgrowth of -

our efforts to live up to our management philosophy,:

“Win the Good Favor of Society.” The AIFUL Group
has always had legal and inspector departments to
ensure compliance. In April 2002 we compiled the
AIFUL Group Ethical Guidelines, which have been
distributed to all employees. The utmost effort has -
been made to respect and enforce these guidelines.

Also in April 2002, a compliance commitiee was
set up directly under the board of directors...
Members of this committee include a number of-
advisers from outside the Company, among them
the Company’s lawyer. We have also been fireless
in collecting information about compliance risks,
implementing preventative measures against
potential problems, educating all our employees,
and establishing a solid structure of compliance
throughout the Company. '
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MANAGEMENT’S DISCUSSION AND ANALYSIS >

Consolidated Results of Operations

Overview

At the end of fiscal 2002, which ended March 2003,
AIFUL and its six consolidated subsidiaries’
outstanding amount of loans totaled ¥1,833,702
million ($15,281 million), up ¥197,748 million, an
increase of 12.1% from the previous fiscal year thanks
to growth in AIFUL's loan balance, LFE’s card cash
advances and LIFE Cash Plaza card loans. Of the total
outstanding loans, unsecured loans accounted for
¥1,442,980 million {$12,025 million), up 8.3% or
¥110,762 million; home equity loans {secured loans)
¥325,437 million ($2,712 million), up 16.7% or
¥46,544 million; and small business loans ¥65,285
million ($544 million), up 162.8% or ¥40,442
million. In addition, installment accounts receivable
amounted to ¥235,873 million ($1,966 million), loan
- guarantees ¥128,745 million ($1,073 million), and
other receivables ¥12,739 million {$106 million).
These figures include ¥250,936 million ($1,358
million) in LIFE’s off-balance sheet assets in relation to
assets liquidation, consisting of ¥162,920 million in
outstanding loans and ¥88,016 million in installment
accounts receivable that were securitized.

Earnings and expenses

In fiscal 2002, consolidated total income increased
¥51,154 million, or 12.8%, to ¥451,168 million
($3,760 million). Interest on loans accounted for
90.4% of this amount, at ¥406,484 million ($3,387

Receivables
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million). Interest on installment accounts receivable
was ¥23,057 million ($192 million), representing
5.1% of total income.

Factors for the increase in total income on a
consolidated basis include the 6.6% increase in
AIFUL’s non-consolidated interest on loans to
¥315,600 million ($2,630 million), the 43.5%
increase in the total income of LIFE, the AIFUL Group's
sales finance company, to ¥68,724 million {$573
million}, and of which, the ¥47,166 million {13.1%)
increase in total interest on loans to ¥406,484 million
($3,387 million).

Interest on installment accounts receivable rose
¥5,962 million, or 34.9%, to ¥23,057 million {$192
million) as a result of growth in LIFE’s credit card
shopping and per-item shopping loans.

The acquisition of business lender City's
Corporation, on October 1, 2002 contributed to
consolidated results for a half of the fiscal year
including ¥3,464 million ($29 million} in total interest
on loans.

Consolidated total income included service revenue
of ¥935 million {$8 million), for this fiscal year only
since the Group has discontinued the services.

Owing mainly to an increase in bad debf costs, total
expenses in fiscal 2002 jumped ¥5,549 million, or
1.6%, to ¥343,715 million {$2,864 million).

Bad debt costs [charge-offs and provision for
doubtful loans and receivables, advances to an

Total Income/Total Expenses
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unconsolidated subsidiary and claims in bankruptcy)
rose ¥45,903 million, or 49.6%, to ¥138,479 million
($1,154 million) because of such external factors as
the weak economy as well as such company-specific
factors as accelerated write-offs for a portion of
restructured loans. This latter factor resulted in a
¥5,977 million {$50 million) increase in bad debt
write- offs for AIFUL and a ¥6,400 million ($53 million)
increase for the Group due to the accelerated write-offs.

Depreciation and amortization totaled ¥10,364
million {$86 million). Among this, there was @ one-
time write-off for the amount of ¥1,048 million {$9
million) included in consolidated adjustment account
for the amount of ¥3,687 million. After the adoption
of tax effect accounting, the likelihood of absorption
of LIFE’s tax loss carryforwards was re-assessed and
the relevant increase in LIFE’s deferred tax assets was
offset against consolidated adjustment account in
consolidation process.

As a result, goodwill amortization on a consolidated
basis in fiscal 2002 was ¥3,121 million ($26 million)
consisting of ¥2,073 million {$17 million) based on
annual straightline amortization and one-ime
goodwill write-down mentioned above, ¥434 million
($4 million) based on annual straightline amortization
for consumer finance subsidiary, Sinwa Co., ltd. and
¥124 million ($1 million) for City’s Corporation,
which became part of the group in October.

Expenses for fiscal 2002 only amounted to ¥31,241
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million {$260 million), resulting from a loss on write-
down of property, plant and equipment as a result of
the sale, at market price, of AIFUL properties to
Marutoh KK, a real estate subsidiary.

As a result of these factors, income before income
taxes and minority interests jumped ¥45,605 million,
or 73.7%, to ¥107,453 million {$895 million}. Total
income taxes increased ¥20,041 million, or 73.2%,
to ¥47,426 million {$395 million). The effective tax
rate was 44.1%, roughly unchanged from 44.3% in
fiscal 2001.

Minority interests, which were deducted from income
before income taxes and minority inferests, increased
¥717 million from the previous year's loss of ¥601
million to ¥116 million {$1 million} as a result of
growth in the net income of LIFE owned by AIFUL for
95.88% of total shares.

As a result of the above, net income rose ¥24,847
million, or 70.9%, to ¥59,911 million ($499 million).
The return on assets (ROA) was 2.8%, compared with
1.8% in fiscal 2001, while the return on equity {ROE)
was 13.2%, compared with 9.6% in fiscal 2001.

Net income per share amounted to ¥637.59
($5.31), versus ¥388.85 ($3.24) in the previous fiscal
year.
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The balance sheets

At the end of the period under review, tofal assets were up
¥252,479 million, or 12.4%, from the end of the previous
period, at ¥2,282,113 million ($19,018 million).

Of this figure, total current assets rose ¥226,068
million, or 12.1%, to ¥2,097,468 million ($17,479
million). Loans jumped 12.7%, or ¥178,986 million,
to ¥1,670,782 million {$13,923 million), with loans
made by AIFUL growing ¥99,650 million and those
by LIFE ¥20,840 million. Installment accounts
receivable increased ¥27,101 million, or 22.4%, to
¥147,857 million ($1,232 million). Loan guarantees
fell ¥11,398 million, or 8.1%, to ¥128,745 million
{$1,073 million), owing to the withdrawal from the
automobile and home loan guarantee businesses.
LIFE’s loan and installment accounts receivable
included ¥162,920 million ($1,358 million) in off-
balance sheet securitized loans and ¥88,016 million
($733 million} in off-balance sheet securitized
installment accounts receivable.

Net property, plant and equipment totaled ¥42,012
million ($350 million), an increase of ¥904 million, or
2.2%, as a result of ¥3,094 million ($26 million) in
construction in progress for AIFUL’s Contact Center
Nishi Nihon being built in Shiga prefecture.

Total investments and other assets increased
¥25,507 million, or 21.8%, to ¥142,633 million
($1,189 million).

This was due fo a groupwide next-generation
information system under development being booked
as software resulting in a ¥8,218 million increase to
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¥16,347 million ($136 million) and a rise in the
amount of loans under individual civil rehabilitation
leading to a ¥3,095 million increase in claims in
bankruptey to ¥17,363 million ($145 million).

Despite the ¥3,687 million goodwill amortization,
the consolidated adjustment account was down by a
net ¥1,194 million to ¥22,046 million {$184 million),
after including an additional ¥2,494 million in
consolidated adjustment account that was generated
from the acquisition of City’s Corporation.

Total liabilities and minority interests increased
11.7%, or ¥187,831 million, to ¥1,796,122 million
{$14,968 million). A rise in loans outstanding and
installment accounts receivable resulted in an increase
in short- and longterm borrowings of 10.9%, or
¥173,087 million, to ¥1,762,359 million {$14,686
million).

Liability for retirement benefits totaled ¥8,787 million
($73 million), an increase of ¥1,761 million, or
25.1%. This increase was attributable to a rise in the -
pension obligation stemming from a reduction in the
assumed discount rate. _

Total shareholders’ equity at the end of fiscal 2002
amounted to ¥485,991 million ($4,050 million}, an -
increase of ¥64,648 million, or 15.3%. Additional
paid-in capital increased by ¥10,078 million ($84
million) as a result of a stock swap to make City
Green Corporation the holding company for City’s
Corporation, a wholly owned subsidiary. The
consolidated total shareholders' equity ratio thus -
increased from 20.7% in fiscal 2001 to 21.3%.
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Liquidity and Capital Resources

Liquidity

AIFUL has diversified its sources and methods of
financing to ensure that it has steady access to low-
cost funds.

In response to changes in the prevailing financial
conditions, AIFUL has also dynamically restructured its
sources of funds based on an assessment of interest
rate risk, liquidity risk, and market risk.

AIFUL’s basic inferest-bearing debt policy is to
diversify its sources of financing, sourcing 40%
directly and the rest indirectly. In fiscal 2002, AIFUL
issued ¥100,500 million ($876 million) of corporate
bonds and raised ¥57,500 million ($479 million)
through securitizations. The result was that at the end
of fiscal 2002, direct sources accounted for 41.7% of
total funds and indirect sources for the remaining
58.3%.

At the same time, to ensure sulficient liquidity, it
secured a credit facility of ¥150 billion, the equivalent
of more than a haif of the current portion of debt
obligations, to complement its cash holdings and
current credit facilities.

As a measure to deal with interest rate risk, long-term
borrowings, including the current portion thereof,
accounted for 98.0% of total sources of financing. Of
this long-term financing, 84.2% was hedged against
the risk of interest rate increases through fixed rates,
interest rate caps, and swaps.

LIFE replaced high-interest loans with loan
securitizations of ¥250,936 million ($2,091 million)
that lowered the interest rate to 0.7% under
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liquidation of loan assets. Despite having filed for
bankruptey only three years earlier, LIFE was able to
borrow ¥66,402 million {$533 million) from financial
institutions and obtain a BBB+ rating from Rating and
Investment Information, Inc. :

Cash flows

Net cash used in operating activities in fiscal 2002
totaled ¥90,063 million {$751 million) due to growth
in AIFUL’s and LIFE’s loan receivables.

Net cash used in investing activities amounted to
¥57,173 million {$476 million) as a result of the
acquisition of City’s Corporation, groupwide next-
generation system development projects, and an
increase in shortterm loan receivables.

Net cash provided by financing activities came to
¥131,653 million ($1,097 million), mainly because of
short- and long-term borrowings and AIFUL's issuance
of straight bonds and asset-backed securities. In
addition to expenditures for the above operating
activities, a portion of these funds was used to retire
other longterm debt and repay short4erm borrowings.

As a result, cash and cash equivalents totaled
¥131,643 million {$1,097 million), a decrease of
¥7,483 million from the end of fiscal 2001.
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ROA, ROE and Shareholders’
Equity Ratio

At the end of the period in review, AIFUL's
shareholders’ equity ratio (non<onsolidated basis)
was 24.7%, compared with the industry average of
30-35%, ond its financial leverage ratio (total assets
relative to shareholders’ equity) was about 4 times,
compared with the industry average of about 3 times.
AIFUL's ROA was 3.0%, roughly the same as the
industry average, but since its financial leverage ratio
was the highest, its ROE of 12.4% was the highest
among the largest companies in the industry and an
indicator of how efficiently AIFUL used capital.

LIFE, meanwhile, had a shareholders’ equity ratio of
11.9% and a financial leverage ratio of about 9 times.
lts ROA was 1.1%, partly because the credit card and
sales finance business had lower profit margins than
did the unsecured consumer loan business, and ROE
was 9.3% thanks to high leverage.

On a consolidated basis, the shareholders’ equity
ratio was 21.3% and financial leverage ratio about
5 times. The ROA was 2.8%, lower than on a non-
consolidated basis, but ROE was higher, at 13.2%.
Although AIFUL has high profit margins on a non-
consolidated basis, it needs a high shareholders’
equity ratio for a high credit rating because the
consumer finance business has a low brand image
and faces reputational risk. Sales finance companies,
by contrast, face less pressure to maintain a high
shareholders’ equity ratio since they do not face such
problems. In terms of capital structure and financing
policy, then, AIFUL essentially aims to use capital
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more efficiently and increase ROE at the group level.
There are few businesses in the retail financial services
market that are more profitable than unsecured
consumer loans, but this business will not grow
forever. Accordingly, AIFUL intends to increase its
operating assets and at the same fime generate
greater returns on them by expanding LIFE's sales
finance and card business.

Dividend Policy

AIFUL’s proposal to pay a yearend dividend of ¥30
per common share was approved at the ordinary
general meeting of shareholders held on June 26,
2003. Since an interim dividend of ¥30 per share
had already been paid out, the total dividend for
fiscal 2002 came to ¥60 {$0.50) per share.

AIFUL’s basic dividend policy is to distribute profits
to shareholders and maximize shareholder value via:
medium- to long-term perspective.

AIFUL utilizes its retained earnings as a strategic
resource for new business growth through a variety of
alternatives, such as reinvesting funds in loans and
making strategic investments geared to expanding the
AIFUL Group’s profit base. In this way, they will tie
into improvements in business results and operational
efficiency, and allow AIFUL to continue to meet the
expectations of its shareholders.

Dividend Payout Ratio (AIFUL)
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Non-Consolidated Results of
Segment Operations

AIFUL Corporation

Earnings and expenses

Solid growth was achieved in the loan business in
fiscal 2002 through a strategy of diversification
emphasizing home equity loans (secured loans) and
small business loans, in addition to the core unsecured
loans, to meet the wide range of customers’ needs.

As part of a strategy of diversifying its distribution
channels to aftract more customers, AIFUL and its
offiliates have strived to enhance convenience to
customers through partnerships with companies in
other industries; mergers and acquisitions, assurance
arrangements with banks, and online cash advances.
As a result of these efforts, AIFUL’s outstanding loans
increased 7.6% to ¥1,413,340 million {$11,778
million} and the number of customers rose 1.8% to
2,284,000.

Non-consolidated total income increased ¥18,304
million, or 5.9%, to ¥330,147 million {$2,751
million). Interest on loans rose ¥19,566 million, or
6.6%, to ¥315,600 million ($2,630 million), interest
on loans to group companies jumped 19.5% to
¥4,364 million {$36 million}, and income from loan
guarantee arrangements with financial institutions was
very strong, spiking 618.0% to ¥596 million ($5
million). As such, the overall results were very
favorable.

Of the total amount of outstanding loans, outstanding
unsecured loans amounted to ¥1,068,151 million
($8,901 million), up 4.8%, and interest on those loans
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rose 6.6% to ¥263,262 million {$2,194 million}. ©
Meanwhile, outstanding home equity loans (secured
loans) amounted to ¥322,840 million ($2,690
million), an increase of 16.3%, and interest on those
loans grew 10.3% to ¥47,483 million {$396 million).

Outstanding small business loans jumped 33.6% to
¥22,349 million {$186 million), and interest on those
loans climbed 24.8% to ¥4,854 million {$40 million).

Total expenses were down 6.5%, or ¥15,600
million, to ¥223,589 million ($1,863 million).
Contributing to this decrease were one-time costs in
the previous fiscal year, namely ¥31,185 million
($260 million) in losses on the sale of property to real
estate subsidiary Marutoh KK and ¥4,235 million
($35 million) in costs for issuing new shares.

Factors that had increased expenses included
¥90,725 million ($756 million), a 33.6% jump, in
charge-offs and provision for doubtful loans, advances
to subsidiary and claims in bankruptcy as a result of
the weak economy, as well as accelerated write-offs of
some restructured loans; a 16.8% increase in salaries
and other employees' benefits to ¥26,991 million
{$225 million) from a rise in the number of staff for the
contact centers; and a 499.7% increase in provision
for employees’ retirement benefits to ¥2,213 million
{$18 million).

Consequently, income before income taxes rose
46.7%, to ¥106,558 million ($888 million). Total
income taxes, including adjustments for the adoption
of tax effect accounting, were up 49.4%, to ¥51,240
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million ($427 million). Net income increased 44.2%,
to ¥55,318 million {$461 million), and net income
per share rose 38.4% from fiscal 2001 to ¥588.63
($4.91).

The return on assets (ROA) was 3.0%, compared
with 2.3% in fiscal 2001, while the return on equity
(ROE) was 12.4%, compared with 10.6% in fiscal
2001.

Performances by type of loan
Unsecured loans
At the end of fiscal 2002, the number of new
unsecured loans fell 12.4%, to about 400,000
accounts, compared with the end of the previous fiscal
year, as customers continued to refrain from
borrowing in response to unfavorable employment
conditions and an uncertain economic outlook.
Another factor was a decline of 5.4 percentage points
in the annual acceptance ratio from the previous fiscal
year to 67.5% as a result of tightened credit criteria in
the wake of a rise in bad-debt costs. Loan applications
fell about 20% in the first quarter of fiscal 2002,
partly because of unsuccessful changes in a TV
advertising campaign, but improved in the second half
of the fiscal year thanks to the impact of a new
commercial that started airing in August and which
featured a chihuahua.

The average yield on unsecured loans outstanding
declined 40 basis points compared with the previous
fiscal year, to 25.2%, as aftractive interest rates were
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offered to customers with high creditworthiness in
response fo intensified competition and the amount of
larger loans increased as a proportion of total
lending. Unsecured loans outstanding at year-end
averaged ¥490,000 ($4,083) per customer, up
3.6%.

These factors resulted in a 4.8% rise in unsecured
loans outstanding at year-end, to a record high of
¥1,068,151 million {$8,901 million), with the number
of unsecured loan accounts at year-end gaining 1.2%,

to 2,180,000 accounts.

Home equity loans (secured loans)

AIFUL launched home equity loans {secured loans) in
1985, and was researching the home equity loans
(secured loans) business in the United States. In
contrast fo unsecured loans, where write-offs are
increasing, the write-off ratio for home equity loans
(secured loans) in fiscal 2002 remained low, at just
over 1%, underlining the advantage of property-
secured lending.

Another key factor in the high level of safety was that
AIFUL limited the ratio of unsecured loans fo customers
in Tokyo, Nagoya, Osaka and Fukucka to 26% of the
nationwide total, as home were more volatile in those
four major cities. AIFUL distributed the balance of
74% among areas where land prices are much more
stable. Approximately half of the home equity loans
use first mortgages. AIFUL also reinforced stability by
limiting about 80% of secured loans to less than 70%
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of appraised collateral value.

Also, with few competitors and stronger expertise
and staff training than new entrants offer, AIFUL is an
industry leader, along with real estate companies that
offer property appraisals nationwide, in terms of its
review infrastructure.

At the end of the period under review, home equity
loans (secured loans) outstanding stood at ¥322,840
million ($2,690 million}, up 16.3% from the end of
the previous fiscal year. The number of accounts
continued to grow strongly, rising 16.0% to 87,000
accounts. These figures show thot secured loans are
now an important service in AIFUL’s growth.

Small business loans

In this third major product segment following
unsecured loans and home equity loans (secured
loans), the average loan was relatively low, at
¥1,285,000 ($10,706) per account. AIFUL focuses
on financing small business owners in person with
unsecured and guaranteed loans,without revolving
guarantees, rather than companies. The idea behind
the business has been fo make possible loans to highly
creditworthy sole proprietors, who tend to receive
limited amounts of credit under AIFUL’s scoring system
compared with salaried workers.

In anticipation of strong demand and a potentially
large market, the Group launched operations in this
category in 1998 but has extended financing based
on careful assessments of borrowers, in light of the
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small business loan industry brouhaha in 1999 and
the slump in the Japanese economy.

At the end of fiscal 2002, small business loans
outstanding rose 33.6% from the end of the previous
fiscal year, to ¥22,349 million ($186 million). The
number of accounts increased 24.3%, to 17,000
accounts.

Others

Under guarantee partnerships with banks, AIFUL
receives fee income for screening and guaranteeing
applicants for bank loans and service the loans. As of
March 31, 2003, AIFUL had guarantee partnerships
with 24 banks and two companies, with the value of
guarantees totaling ¥19,026 million ($159 million).

The balance sheets
At the end of fiscal 2002, total assets were up 9.5%,
or ¥165,344 million, compared with the end of the
previous fiscal year, at ¥1,906,212 million ($15,885
million). Total current assets increased 8.8%, or
¥121,838 million, to ¥1,513,856 million ($12,615
million). This was mainly due to a 7.6% increase in
loans, to ¥1,413,340 million ($11,778 million).

Construction in progress amounted to ¥3,094 million
{$26 million), including construction costs for a contact
center under construction in Shiga prefecture.

Total investments and other assets climbed ¥41,128
million, or 12.6%, to ¥366,671 million ($3,056
million}. Investments in and loans to LIFE Co., ltd.,
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Happy Credit Corporation, Sinwa Co., lid., and
associated companies inched up 5.0% to ¥280,138
million {$2,334 million).

Total current and long-term liabilities climbed 8.7%,
or ¥115,003 million, to ¥1,435,378 million
{$11,961 million), mainly because steady growth in
loans outstanding resulted in an increase in short- and
long-term borrowings of 6.5%, or ¥82,346 million, to
¥1,345,325 million ($11,211 million).

At the end of fiscal 2002, total shareholders’ equity
was ¥470,834 million ($3,924 million}, up 12.0%, or
¥50,341 million, from the end of fiscal 2001. Total
shareholders’ equity ratio increased 0.5 percentage
point, to 24.7%.

EPS {AIFUL)

{Yen)
800

200

99 00 0] 02
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LIFE Co., Ltd.

Overview

During the current consolidated fiscal year, LIFE Co.,
Ltd. withdrew from the low-profit auto loan business
and poured management resources into such high-
profit areas as credit card shopping and cashing
loans, and other consumer finance areas in order to
construct a more stable profit base. This gradual shift
from a low-profit asset portfolio to a high-profit asset
portfolio will steadily continue in the years to come.

LIFE’s total balance of loans to customers and credit
guarantee installment accounts receivables at the end
of fiscal 2002 satisfactorily, rose 10.4% over the
same time the previous year to ¥676,093 million
($56,334 million). The breakdown of this figure was
as follows: credit cards up 4.2% to ¥64,069 million
($534 million), per-item credit (excluding auto loans)
up 25.3% to ¥164,225 million ($1,367 million),
credit card cash advances up 20.0% to ¥192,209
million {$1,602 million), and Cash Plaza card loans
up 31.4% to ¥117,646 million ($980 million).

As a result, operating revenue rose 30.1% to
¥103,880 million and ordinary income jumped
234.8% to ¥8,048 million. Net income, however, fell
16.1% to ¥9,150 million because of a sharp rise in
deferred tax assets in fiscal 2001 stemming from a
review of recoverable loans under tax-effect
accounting and the recognition of losses carried
forward from LIFE after its bankruptcy. The ROA
declined 0.5 percentage point to 1.1%, while the ROE
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fell 3.1 percentage points to 9.3%. The shareholders’
equity ratio was roughly unchanged at 11.9%.

Performances by type of operation

Credit card

In the credit card business, acquiring card holders is
the single most important factor in securing profits.
Accordingly, LIFE built on agreements with men's
clothing store Aoyama Trading Co., ltd. and
consumer electronics chain DEODEO Corporation by
successfully forging an alliance in May 2002 with
Komeri Co., Ltd., a key player in the home center
market, a development which has tied directly into the
issue of joint credit cards. In terms of proper cards,
LIFE continues to develop new products, such as a
partnership card with the popular rock group GLAY
and a card featuring characters from a popular
cartoon.

As a result of the foregoing, the total number of
credit card holders at the end of fiscal 2002 rose
1,110,000 over the same time in the previous year to
9,830,000. This expansion in the customer base led
to a 17.5% increase in transaction volume in the
credit card shopping business to ¥274,479 million
($2,287 million) and a 19.4% jump in the cash
advance business to ¥228,968 million ($1,9208
million). The amount of receivables outstanding at the
end of fiscal 2002 in the credit card business reached
¥64,069 million ($534 million), an increase of 4.2%
from the end of fiscal 2001, and in the cash advance

Number of Card Holders {LIFE}

{Tousand)
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business ¥192,209 million {$1,602 million), an
increase of 20.0%.

Per-item credit

In the per-item credit business, LIFE stopped providing
new auto and home loans, which had low margins,
and instead focused on expanding in higher-margin
loans. As a result, per-item credit fransaction volume
rose 21.2% to ¥144,493 million ($1,204 million) and
the amount of receivables outstanding at the end of
fiscal 2002 increased 16.6% to ¥170,854 million
($1,424 million).

The growth in the business was the result of major
organizational changes, including the transfer of
considerable authority to branch offices, which helped
clarify standard yields when concluding merchant
agreements and allowed the consolidation of LIFE's
back-office operations.

As a result of stepped-up sales efforts by branch
offices, LIFE increased its total number of affiliated
stores rose to about 6,000 at year-end. The store
selection process and clarification of standard yields
helped improve the margin by 1.8 percentage points
to 8.9%.

LIFE Cash Plaza

LIFE issues consumer loan cards through its network of
Cash Plaza branches, which provide exactly the same
type of noncredit financing as-consumer loan
companies do. In an aggressive effort to expand the
network of branch offices and relocate existing offices
to more favorable locations, LIFE opened up 38 new
offices, resulting in a total of 164 at the end of fiscal
2002.

The number of accounts rose 22.3%, to 91,000
accounts and the outstanding amount of loans issued
through the LIFE Cash Plaza loan card stood at
¥117,646 million ($980 million), an increase of
31.4% from the end of the previous fiscal year,
reflecting the addition of new loan offices and
aggressive customer acquisition efforts.
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Products of LIFE

1. Credit cards

LIFE’s cards allow consumers Io use credit fo
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Other subsidiaries

Consumer credit operations

Happy Credit Corporation, Sinwa Co., Lid. and Sanyo
Shinpan Co., Ltd. have all now introduced AIFUL’s
scoring system, an important step fowards bolstering
credit investigation systems to guard against further
increase in expenses for doubtful receivables. Under
such circumstances, mid-sized consumer finance
companies have very high ratios of bad-debt write-offs,
in excess of 10%, and these three group companies’
earnings have been significantly squeezed as well by
bad debts. Rather than expand their loans, they have
been cutting back on credit to improve the quality of
their receivables. At the end of fiscal 2002, Happy
Credit’s loans outstanding decreased 2.6% to
¥31,587 million ($263 million), Sinwa's rose 5.2% to
¥22,263 million ($186 million), and Sanyo Shinpan's
climbed 4.2% to ¥11,865 million ($99 million).

Small business loans

Businext Corporation, a joint venture set up in
conjunction with the Sumitomo Trust and Banking Co.,
ltd., gradually increased its outstanding loans to
¥15,397 million by switching from a passive,
commercial-centered marketing strategy to a more
aggressive strategy involving approaching potential
customers with direct mail and taking on salespeople
from Misawa Van. Loan applications grew, but the
company did not atiract its originally targeted
moderate-risk segment of customers. Amid the
downturn in the economy, the highly creditworthy
businesses that Businext Corporation has targeted have
been repaying their loans. Instead, demand for funds
has risen among high-risk customer segments. Businext
Corporation turns down about 80% of customers, but
intends to approach this segment in partnership with
small business lender City’s Corporation, which targets
high-risk segments.

In October 2002, City’s Corporation became a
member of the AIFUL Group. Since that time, the
company’s existing credit investigation know-how and
human assets have been augmented by AIFUL's
information management systems and management

expertise. It intends to seek out marketing, credit
review, and sales synergies with Businext Corporation,

which focuses on moderate-risk segments of the market.

As a result, loans at the end of fiscal 2002 totaled
¥29,176 million ($243 million). At present, the
company is paying careful attention to the shifting
economic climate in planning its next moves.

Earnings Outlook

Although business conditions are likely to remain
challenging in fiscal 2003, in light of such external
factors as the high number of unemployed and rising
number of personal bankruptcies related to the
economic slump, and likely tougher competition from
bank-affiliated consumer finance companies and credit
card companies, the AIFUL Group expects to increase
both sales and earnings thanks in part to a growing
contribution from LIFE.

Even so, AIFUL expects 3% growth in the outstanding
amount of unsecured loans and a 2.7% decline in new
customers to 394,000, partly due to tightened credit
criteria stemming from a rise in bad debts.

Bad debts are likely to remain high and continue to
weigh on earnings, given the rise in personal
bankruptcies and the high level of unemployment.

Under these difficult circumstances, AIFUL will
consolidate the sales-related operations of all of its
staffed offices nationwide at its two contact centers in
the Kansai area starting in October 2003, in order to
offer a high level of customer service, streamline
operations, and reduce costs. AIFUL also has several
companywide costreduction projects under way and
has been cutting expenses in a detailed manner.

As a result, although bad debts are still on the rise,
AIFUL expects cost reductions to help ordinary income
stay roughly unchanged from fiscal 2002, ot
¥108,000 million ($9200 million}, up 0.8%. Operating
revenue is projected to rise 6.2% to ¥344,849 million
($2,874 million) and net income to inch up 2.2% to
¥56,532 million ($471 million).

In April 2003, LIFE teamed up with leading consumer
electronics retdiler Eiden, part of the EDION Group,
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and Sanwado, a retailer of DIY home products, in the
credit card business. They plan to issue 700,000 credit
cards through the parinership, and have established @
marketing unit to develop marketing techniques and
altractive cards, and increase card utilization.

In the per-item credit and credit guarantee businesses,
LIFE withdrew from the low-profit auto loan business
and reduced its outstanding amount of home loans,
and plans to continue to pour management resources
into high-profit areas.

LIFE Cash Plaza is tightening credit to new customers,
given the increase in bad debts, and is focusing on
atiracting highly creditworthy customers. To attract new
customer segments, LIFE plans to roll out new offices
under a new concept, LIFE Card.

Through these efforts, LIFE expects fiscal 2003
operating revenue to increase 19.1% to ¥123,710
million {$1,031 million), ordinary income to jump
74.0% to ¥14,000 million ($117 million), and net
income to increase 81.4% to ¥16,599 million ($138
million).

As a result, the AIFUL Group expects fiscal 2003
consolidated operating revenue to increase 13.2 % to
¥494,522 million ($4,121 million), ordinary income to
rise 9.1% to ¥122,012 million {$1,017 million}, and
net income to increase 8.6% to ¥65,056 million

($542 million).

The Maximum Lending Rate

In response to a growing crisis over predatory lenders,
a bill to revise the Money Lending Business Restriction
Law ond Capital Subscription Law was passed on July
25, 2003, and is scheduled to take effect in January
2004. Some measures will take effect in August 2003,
including increased penalties against unregistered
money lenders, bans on advertising and solicitations
by unregistered money lenders, and other measures
designed to crack down on predatory lending.

A legal revision in June 2000 lowered the maximum
lending rate from 40.004% to 29.2%, but the current
revision does not lower it further. The money lending
industry lobbied for an increase or elimination of the
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lending rate cap, arguing that the June 2000 revision
actually led to a sizable increase in the number of
illegally operating predatory lenders. The result was a
decision to maintain the current maximum lending rate
but to review it again within three years, in light of the
impact of the measures to deal with predatory lending.
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Consolidated Balance Sheets
AIFUL Corporation and Consolidated Subsidiaries

Thousands of U.S.
March 31, 2003 ond 2002 Milions of Yen (R;lfl:g)
ASSETS 2003 2002 2003
CURRENT ASSETS : '
Cash and cash equivalents ¥ 131,643 ¥ 139,126 $ 1,097,025
Time deposits (Note 9) 653 1,632 5,442
Marketable securities (Note 8) 510 269 4,250
Loans {Notes 4 and 9) 1,670,782 1,482,796 13,923,183
Installment accounts receivable (Notes 5 and 9) 147,857 120,756 1,232,142
Loan guarantees (Note 6) 128,745 140,143 1,072,875
Other receivables 12,739 16,113 106,158
Allowance for doubiful loans and receivables (113,439) (92,117) (945,325)
Inventories {Notes 7 and 9) 724 1,215 6,033
Prepaid expenses 4,186 4,075 34,883
Deferred tax assets (Note 12) 25,583 9,071 213,192
Other current assets (Note 9) 87,485 47,421 729,042
Total current assets 2,097,468 1,871,400 17,478,900
PROPERTY, PLANT AND EQUIPMENT (Note 9) :
Land 14,802 15,163 123,350
Buildings and structures 40,811 41,819 340,092
Machinery and equipment 12,114 11,375 100,950
Construction in progress 3,094 25,783
Total 70,821 68,357 590,175
Accumulated depreciation (28,809) {27,249 (240,075)
Net property, plant and equipment 42,012 41,108 350,100
INVESTMENTS AND OTHER ASSETS :
Investment securities (Notes 8 and 9) 11,256 %028 93,800
Investments in and advances to unconsolidated subsidiaries and associated
companies {Note 13) 4,137 4,836 34,475
Claims in bankruptcy (Note 4) 17,363 14,268 144,692
Allowance for advances to an unconsolidated subsidiary and claims in
bankrupfcy (18,691} (17,220) (155,758)
Goodwill, net 22,046 23,240 183,717
Software, net 16,347 7,429 136,225
Long-term loans receivables {less current portion) 16,781 8,727 139,841
Lease deposits 10,851 10,898 90,425
Long-term prepayments 6,274 3,983 52,283
Deferred tax assets (Note 12) 16,591 21,264 138,258
Deferred losses on hedging instruments, mainly interest rate swaps 33,675 22,931 280,625
Other assets (Note 9) 6,003 7742 50,025
Total investments and other assets 142,633 117,126 1,188,408
TOTAL ¥2,282,113 ¥2,029,634 $19,017,608

See notes to consolidated financial statements.
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, Thousands of U.S. &
Millions of Yen (EIZ’::‘:;)
LIABILITIES AND SHAREHOLDERS’ EQUITY 2003 2007 2003
CURRENT LIABILITIES :
Short-term borrowings (Note 9) ¥ 68,865 ¥ 52,492 $§ 573,875
Current portion of long-term debt (Note 9) 490,653 446,271 4,088,775
Trade notes payable 11,249 9,580 93,741
Trade accounts payable (Note 9) 19,919 23,475 165,992
Obligation under loan guarantees {Note 6) 128,745 140,143 . 1,072,875
Income taxes payable 37,628 16,892 313,567
Accrued expenses 9,256 9,147 77,133
Other current liabilities (Notes 5 and 6) 38,531 31,114 321,092
Total current liabilities 804,846 729,114 6,707,050
LONG-TERM LIABILITIES :
Long-term debt (less current portion) {Note 9) 945,451 845,510 7,878,758
Liability for retirement benefits (Note 10) 8,787 7,026 73,225
Interest rate swaps 32,119 22,305 267,658
Other long-term liabilities 890 825 7,417
Total long-term liabilities - 987,247 875,666 8,227,058
MINORITY INTERESTS 4,029 3,511 33,575
SHAREHOLDERS’ EQUITY (Notes 11 and 17):
Common stock,

avthorized, 373,500,000 shares in 2003 and 224,000,000

shares in 2002; issved, 94,690,000 shares in 2003 and

93.376,000 shares in 2002 83,317 83317 694,308
Capital surplus -

Additional paid-in capital 104,126 04,048 867,717
Retained earnings 300,924 246,240 2,507,700
Net unrealized loss on available-for-sale securities (323) [216) (2,692)

Total 488,044 423,389 4,067,033
Treasury stock, at cost .

221,638 shares in 2003 and 220,585 shares in 2002 {2,053) (2,046) (17,108)

Total shareholders’ equity 485,991 421,343 4,049,925

TOTAL ¥2,282,113 ¥2,029,634 $19,017,608
)




Consolidated Statements of Income

AIEUL Corporation and Consolidated Subsidiaries

Yecrs Ended March 31, 2003 and 2002 Thousands of U.S.
Millions of Yen Dollars
{Note 3)
2003 2002 2003
INCOME :
Interest on loans ¥ 406,484  ¥359,318  $3,387,3647
Interest on credit card shopping loans 7,878 6,742 65,650
Inferest on per-item shopping loans 15,179 10,353 126,492
Interest on loan guarantees 4,133 4,076 34,442
Interest on deposits, securities and other 474 582 3,950
Sales of property for sale 306 2,824 2,550
income from restaurant business and other 935 1,247 7,791
Recovery of loans previously charged off 6,431 5715 53,591
Other income 9,348 9,157 77,900
Total income 451,168 400,014 3,759,733
EXPENSES :
Interest on borrowings 35,335 31,697 294,458
Charge-offs and provision for doubtful loans and receivables, advances to an
unconsolidated subsidiary and claims in bankruptcy 138,479 92,576 1,153,992
Salaries and other employees’ benefits 44,828 42,234 373,567
Advertising expenses 21,748 26,846 181,233
Rental expenses 24,359 22,961 202,992
Commissions and fees 19,291 19,667 160,758
Depreciation and amortization 10,364 19,260 86,367
Stock issue costs 4,235
Loss on write-down of property, plant and equipment 541 31,241 4,508
Provision for employees’ retirement benefits (Note 10) 3,187 1,353 26,558
Provision for refirement benefits to directors and corporate auditors 104 114 867
Other expenses 45,479 45,973 378,992
Total expenses 343,715 338,166 2,864,292
INCOME BEFORE INCOME TAXES AND MINORITY INTERESTS 107,453 61,848 895,441
INCOME TAXES (Note 12):
Current 57,555 36,293 479,625
Deferred (10,129) (8,908) (84,408)
Total income taxes 47,426 27,385 395,217
MINORITY INTERESTS IN NET INCOME (LOSS) 16 6o1] 966
NET INCOME ¥ 59911 ¥ 35064 § 499,258
Yen U.S. Dollars
AMOUNTS PER COMMON SHARE (Notes 2.s and 16):
Basic net income ¥637.59 ¥388.85 $5.31
Cash dividends applicable to the year 60.00 50.00 0.50

See notes to consolidated financial statements.




Consolidated Statements of Shareholders’ Equity

AIFUL Corporation and Consolidated Subsidiaries
Years Ended March 31, 2003 and 2002

Thousands Millions of Yen
Net Unreclized
NurCnE;rmo!nSggceﬁ o Common Capital Retained Gainllosjon  Treasury Stock,
sved Stock Surplus Earnings Avaitebletor at cost
sole Securities
BALANCE AT APRIL 1, 2001 84,876 ¥39 780 ¥ 50,528 ¥215,078 ¥ 255
Adjustment of retained earnings for newly
consolidated subsidiaries 165
Net income 35,064
Cash dividends paid, ¥55 per share (4,880)
Bonuses o directors and corporate auditors (87)
Issuance of common stock 8,500 43,528 43,520
Net unrealized loss on available-for-sale securities [471)
Net increase in treasury stock {220,585 shares) ¥ (2,046)
BALANCE AT MARCH 31, 2002 23,376 83,3 ]7 Q4,048 246,240 {216) {2,046)
Net income 59,911
Cash dividends paid, ¥55 per share (5,124)
Bonuses fo directors and corporate auditors {103)
Acquisition of City Green Corporation
{Notes 2aand 1) 1,314 10,078
Net unrealized loss on availcble-for-sale securities (107)
Net increase in treasury stock {1,053 shares) 17)
BALANCE AT MARCH 31, 2003 Q4,690 ¥83,317 ¥104,126 ¥300,924 ¥ (323) ¥ (2,053)
Thousands of U.S. Dollars (Note 3)
Net Unrealized
Common Capital Retained Gainflossjon  Treasury Stock,
Stock Surplus Eamnings Availobledor at cost
sale Securities
BALANCE AT MARCH 31, 2002 $694,308  $783,733 $2,052,000 $(1,800) $(17,050)
Net income 49%,258
Cash dividends paid, $0.46 per share (42,700}
Bonuses to directors end corporate auditors (858)
Acquisition of City Green Corporation (Notes 2.0 and 11} 83,984
Net unrealized loss on available-for-sale securifies (892)
Net increase in treasury stock {1,053 shares) 58)
BALANCE AT MARCH 31, 2003 $694,308  $867,717 $2,507,700 $(2,692) $(17,108)

See notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

AJFUL Corporation and Consolidoted Subsidiaries

Years Ended March 31, 2003 and 2002 Thousands of U.S.
Millions of Yen {Ei?;!i{:’;)
2003 2002 2003
OPERATING ACTIVITIES :
Income before income taxes and minority interests ¥ 107,453 ¥ 61,848 § 895,441
Adjustments for :
Income taxes - paid (36,826) (45,268) {306,883)
Depreciation and amortization 10,364 19,269 86,367
Increase in allowance for doubtful loans and receivables,
_advances to an unconsolidated subsidiary and claims in bankruptey 20,909 10,640 174,242
Increase {decrease) in liability for employees’ retirement benefits 1,628 (118) 13,567
Stock issue costs 4,235
Amortization of bonds issue costs 830 Q76 6,917
Loss on write-down of investment securities 858 707 7,150
Loss on write-down of property, plant and equipment 541 31,241 4,508
Loss on sales of property, plant and equipment 375 121 3,125
Loss on disposal of property, plant and equipment 410 Q01 3,417
Changes in assets and liabilities :
Increase in loans (160,194) [221,754)  (1,334,947)
Increase in installment accounts receivable and loan guarantees {27,102) (34,114) (225,850)
Decrease in other receivables 3,374 7,024 28,117
Increase in claims in bankruptcy (1,015) (2,409) (8,458)
Decrease in inventories 491 2,155 4,00
Decrease (increase) in prepaid expenses (117) 528 (975)
Increase in long-term prepayments {3,148) {1,615) {26,233)
Increase in other current assets (14,360) {12,829 (119,667)
Increase {decrease) in other current liabilities 5,009 [7,023) 41,741
Other — net 459 1,730 3,825
Total adjustments (197,516) [245,603)  {1,645,966)
Net cash used in operating activities {90,063) {183,755) {750,525)
INVESTING ACTIVITIES :
Capital expenditures (17,321) (8,274) (144,342)
Increase in loans (30,967) [7.029) (258,058)
Purchases of investment securities (3,459) {3,666) (28,825)
Proceeds from sale of investment in a subsidiary 4,200
Acquisitions of subsidiaries (net of cash acquired) {7,556) (62,967)
Increase in investment in trust {1,744) (1 {14,533)
Other — net 3,874 3,565 32,283
Net cash used in investing activities - (Forward) ¥ (57173) ¥ (11,205) $ (476,442)
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Millions of Yen

Thousands of U.S.
Dollars

{Note 3)
2003 2002 2003
Net cash used in investing activities - {Forward) ¥ (57,173} ¥ (11,205) $ (476,442)
FINANCING ACTIVITIES :
Net increase in short-term borrowings 5,414 5,168 45,116
Proceeds from long-term debt (net of bonds issue costs) 653,891 525,491 5,449,092
Repayments of long-term debt (522,922) (426,105}  (4,357,483)
Proceeds from public offering {net of stock issue costs) 82,814
Cash dividends paid (5,124) (4,881) (42,700)
Acquisition of treasury stock {6) (2,046) {50)
Proceeds from minority shareholders 400 70 3,333
Net cash provided by financing activities 131,653 180,511 1,097,108
FOREIGN CURRENCY TRANSLATION ADJUSTMENTS ON
CASH AND CASH EQUIVALENTS 35 16 292
NET DECREASE IN CASH AND CASH EQUIVALENTS (15,548) (14,433) {129,567)
CASH AND CASH EQUIVALENTS OF NEWLY
CONSOLIDATED SUBSIDIARIES, BEGINNING OF YEAR 8,065 124 67,209
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 139,126 153,435 1,159,383
CASH AND CASH EQUIVALENTS, END OF YEAR ¥ 131,643 ¥ 139,126 $ 1,097,025
NONCASH INVESTING ACTIVITIES :
During the year ended March 31, 2003, the Company acquired City’s
Corporation, and City Green Corporation
as follows:
Assets acquired ¥ 42,491 $ 354,092
Cash paid for capital stock, less acquired cash and cash equivalents 7,556 62,967
Liabilities assumed 24,857 207,141
Value of 1,314,000 common shares issued for City Green Corporation 10,078 83,984

See noies fo consolidated financial statements.

{Concluded)




Notes to Consolidated Financial Statements

AJFUL Corporation and Consolidated Subsidiaries
Years Ended March 31, 2003 and 2002

Note 1:

BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements have been prepared in accordance with the
provisions set forth in the Jopanese Securities and Exchange Law and its related accounting regulations,
and in conformity with accounting principles and practices generally accepted in Japan, which are
different in certain respects as to application and disclosure requirements of International Financial
Reporting Standards. The consolidated financial statements are not intended to present the financial
position, results of operations and cash flows in accordance with accounting principles and practices
generally accepted in countries and jurisdictions other than Japan.

In preparing these consolidated financial statements, certain reclassifications and rearrangements have
been made to the consolidated financial statements issued domestically in order to present?hem in a form
which is more familiar to readers outside Japan. In addition, certain reclassifications have been made in
2002 consolidated financial statements fo conform to the classifications used in 2003.

Note 2:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Consolidation - The consolidated financial statements as of March 31, 2003 include the accounts of
AIFUL Corporation (the “Company”) and its nine significant {seven in 2002) subsidiaries {together, the
“Group”). The accounts of City Green Corporation (“City Green”) and City’s Corporation (“City’s”)
are newly consolidated for the year ended March 31, 2003. Consolidation of the remaining
subsidiaries would not have a material effect on the accompanying consolidated financial statements.

Under the control or influence concept, those companies in which the Company, directly or indirectly,
is able to exercise control over operations are fully consolidated, and those companies over which the
Group has the ability to exercise significant influence are accounted for by the equity method.

City’s, which engages in small business loans, became an associated company of the Company
effective August 13, 2002. As of September 30, 2002, the AIFUL Corporation ownership and City
Green ownership of City's were 42.2% and 57.8%, respectively. As of October 1, 2002, the Company
acquired all 2,000 shares of City Green, in exchange Fgr 1,314,000 shares of the Company’s
common stock. As a result, City Green and City’s became a wholly directly and indirectly owned
subsidiary of the Company effective October 1, 2002.

Investments in the remaining four unconsolidated subsidiaries and one {two in 2002} associated
company are accounted for on the cost basis. The effect on the consolidated financial statements of not
applying the equity method is immaterial.

The accounts of AsTry Loan Services Corporation and Marutoh KK were newly consolidated as of
March 31, 2002. On November 19, 2001, the Company and Aozora Bank, Ltd. established AsTry
Loan Services Corporation, a new joint corporation, which engages in management and collection -
services for various specified loans. Marutoh KK, which engages in real estate lease management,
has become financially influenced by the Company.

Goodwill on acquisition of subsidiaries is amortized using the straight-line method over ten years.
However, when the excess of cost over net assets of subsidiaries acquired is not material, it is charged
to income when incurred. :

All significant intercompany balances and transactions have been eliminated in consolidation. Al
material unrealized profit included in assets resulting from transactions within the Group is eliminated.

b. Cash Equivalents - Cash equivalents are short-term investments that are readily convertible into cash
and that are exposed fo insignificant risk of changes in value. Cash equivalents include time deposits
and certificate of deposits which mature or become due within three months of the date of acquisition.

c. Inventories - Inventories include property for sale and supplies. Property for sale is stated at the lower
of cost or market, cost being determined by the specific identification method. Depreciation of property
for sale currently rented is computed by the same method, as applied to property, plant and
equipment. Supplies are sfotedp at the most recent purchase price, which approximates cost
determined by the first-in, first-out method.

d. Marketable and Investment Securities - Held-to-maturity debt securities are reported at amortized cost
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and available-for-sale securities are reported at fair value, with unrealized gains and losses, net of
applicable taxes, reported in a separate component of shareholders’ equity. The cost of securities sold
is determined basecr on the moving-average method. Non-marketable available-for-sale securities are
stated ot cost determined by the moving-average method. For other than temporary declines in fair
value, investment securities are reduced to net realizable value by a charge to income.

. Property, Plant and Equipment - Properz, plant and equipment are stated at cost. Depreciation is
computed by the declining-balance method. The range of useful lives is principally from 3 to 50 years
for buildings and structures and from 2 to 20 years for machinery and equipment.

. Software - Expenditures for the purchase of software, which meet certain future-tests, are capitalized
as software and amortized by the straight-line method over the estimated useful lives of five years.

. Liability for Retirement Benefits - The Company and certain consolidated subsidiaries have contributory
and non-contributory funded pension plans covering substantially all employees.
The Group accounted for the net liability for retirement benefits based on projected benefit
obligations and plan assets ot the balance sheet date.
Liability for retirement benefits to directors and corporate auditors is provided at the amount which
would be required if they retired ot each balance sheet date.

. Allowances for Doubtful Accounts - The allowance for doubtful accounts is stated in amounts
considered to be appropriate based on the Group’s past credit loss experience and an evaluation of
potential losses in the receivables outstanding.

i. leases - All leases are accounted for as operating leases. Under Japanese accounting standards for
leases, finance leases that deem to transfer ownership of the leased property to the lessee are to be
capitalized, while other finance leases are permitted to be accounted for as operating lease
transactions if certain “as if capitalized” intormation is disclosed in the notes fo the lessee’s
consolidated financial statements.

. Income Taxes - The provision for income taxes is computed based on the pretax income included in the
consolidated statements of income. The asset and liability approach is used to recognize deferred tax
assets and liabilities for the expected future tax consequences of temporary differences between the
carrying amounts and the tax bases of assets and liabilities. Deferred taxes are measured by applying
currently enacted tox laws to the temporary differences.

. Appropriations of Refained Earnings - Appropriations of retained earnings are reflected in the
consolidated financial statements for the following year upon shareholders’ approval.

. Foreign Currency Transactions - All short-term and long-term monetary receivables and payables
denominated in foreign currencies are translated into Japanese yen at the exchange rates at the
balance sheet date. The foreign exchange gains and losses from translation are recognized in the
consolidated statements of income.

.Inferest on Loans - Interest on loans is recorded on an accrual basis. In accordance with the practice
prevailing in the industry, the Group records accrued interest to the extent that the realization of such
income is considered to be certain.

. Installment Revenue - Fees from customers and member stores applying the add-on method are
generally recorded collectively as unearned income when credit contracts become effective and are
recognized in equal installments over the lives of contracts. Fees from customers applying the
remaining principal method or revolving method are generally recognized in equal insfoﬁments over
the lives of contracts.

. Interest on Borrowings - Interest on financial liobilities is accounted for as operating expenses while
other interest is included in other expenses.
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p. Stock Issue Costs - Stock issue costs are charged to income as incurred.

q. Bonds Issue Costs - Bonds issue costs, which are included in other assets, are amortized ratably over
periods up to three years.

r. Derivatives and Hedging Activities - The Group uses derivative financial instruments to manage its
exposures fo fluctuations in inferest rates. Interest rate swaps and caps are utilized by the Group to
reduce interest rate risks. The Group does not enter into derivatives Er trading or speculative
purposes. The accounting standard for derivative financial instruments requires that: a) all derivatives
are recognized as either assets or liabilities and measured at fair valve, and gains or losses on
derivative transactions are recognized in the consolidated statements of income, and b) for derivatives
used for hedging purposes, if derivatives qualify for hedge accounting because of high correlation and
eﬁectivenessiefween the hedging instruments and the hedged items, gains or losses on derivatives are
deferred until maturity of the hedged transactions.

The interest rate swaps and caps which qualify for hedge accounting and meet specific matching
criteria are not remeasured at market value but the differential paid or received under the swap or cap
agreements are recognized and included in interest expense or income.

s. Per Share Information - Effective April 1, 2002, the Company adopted a new accounting standard for
earnings per share of common stock issued by the Accounting Standards Board of Japan. Under the
new standard, basic net income per share is computed by dividing net income available to common
shareholders, which is more precisely computed than under previous practices, by the weighted-
average number of common shares outstanding for the period.

Diluted net income per share of common stocE reflects the potential dilution that could occur if
securities were exercised or converted into common stock and assumes full exercise of outstanding
stock options. Basic net income per share for the years ended March 31, 2003 and 2002 are
computed in accordance with the new standard. Diluted net income per share is not disclosed
because it is anti-dilutive.

Cash dividends per share presented in the accompanying consolidated statements of income are
dividends applicable to the respective years including dividends to be paid after the end of the year.

Note 3:

TRANSLATION INTO UNITED STATES DOLLARS

The consolidated financial statements are stated in Japanese yen, the currency of the country in which the
Company is incorporated and operates. The translation of Japanese yen amounts into U.S. dollar |
amounts are included solely for the convenience of readers outside Japan and have been made at the
rate of ¥120 to $1, the approximate rate of exchange at March 31, 2003. Such translations should not
be construed as representations that the Japanese yen amounts could be converted into U.S. dollars ot
that or any other rate. o :
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Note 4:

LOANS
Loans at March 31, 2003 and 2002 consisted of the following {before allowance for doubtful loans) :

Thousands of U.S,

Millions of Yen Dollars

2003 2002 2003
Unsecured ¥1,442,980 ¥1,332,218 $12,024,833
Secured 325,437 278,893 2,711,975
Small business loans 65,285 24,843 544,042
Total ¥1,833,702 ¥1,635954 $15,280,850
Off-balance sheet securitized loans {162,920) (153,158] (1,357,667)
Net ¥1,670,782 ¥1,482,796 $13,923,183

Registered moneylenders are required fo disclose the following information under the Non-Bank Bond
Law.

Thousands of U.S.
Millions of Yen Dollars
2003 2002 2003
Loans in legal bankruptcy ¥ 20,830 ¥16,457 $ 173,583
Nonaccrual loans 39,897 28,723 332,475
Accruing loans contractually
past due three months or
more as fo principal or
interest payments 16,503 11,945 137,525
Restructured loans 43,169 37,729 359,742
Total ¥120,399 ¥94,854  $1,003,325

Loans in legal bankruptcy are loans in which accruals of interest are discontinued (excluding the portion
recognizec? as bad debts), based on management’s judgment as to the collectibility of principal or interest
resulting from the past due payment of interest or principal and other factors. Allowance for claims in
bankruptcy is stated at such amount less net realizable value of collateral.

Nonaccrual loans are loans in which accruals of interest are discontinued, and those other than loans in
legal bankruptcy as well as loans receiving regular payments in case of granting deferral of interest
payment to rﬁe debitors in financial difficulties to assist them in their recovery.

Accruing loans contractuo”y past due three months or more as to princi al or interest ayments are
loans for which payments of principal or interest have not been received tor a period ofthree months or
more beginning with the next business day following the last due date for such payments. Loans classified
as loans in legal bankruptey and nonaccrual loans are excluded from accruing loans contractually past
due three months or more.

Restructured loans are loans on which creditors grant concessions (e.g., reduction of the stated interest
rate, deferral of interest payment, extension of maturity dote, waiver o? the face amount, or other
concessive measures) o the debtors in financial difficulties to assist them in their recovery and eventually
enable them to pay creditors. Loans classified as loans in legal bankruptey, nonaccrual loans and
accruing loans contractually past due three months or more are excluded.

The securitized loans, which were not recognized on the balance sheets, amounted to ¥162,920 million
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{$1,357,667 thousand) and ¥153,158 million at March 31, 2003 and 2002, respectively.

At March 31, 2003 and 2002, the Group had the balances related to revolving loan contracts of
¥1,445,473 million ($12,045,608 thousand} and ¥1,326,652 million, respectively, whereby a
commitment is set up for each loan customer and the Group is obligated to advance funds up to @
predetermined amount upon request. At March 31, 2003 and 2002, the balances of unadvanced
commitments were ¥4,228,629 million ($35,238,575 thousand) and ¥3,680,028 million, respectively.
The loan contract contains provisions that allow the Group to reduce the contract amount of the
commitment or refuse to GC‘E/OHCS funds to loan customers under certain conditions.

Note 5:

INSTALLMENT ACCOUNTS RECEIVABLE

Installment accounts receivable and unearned income, included in other current liabilities at March 31,
2003 and 2002, consisted of the following :

Millions of Yen Thousands of U.S. Dollars

2003 2002 2003

Unearned

Unearned bl Unearned
income Receivables

Receivabl . !
eceivables income income

Receivables

Credit card shopping loans ¥ 64,317 ¥ 538 ¥ 61,087 ¥1,044 $ 534308 $ 4,483
Per-item shopping loans 171,755 9,661 148,592 6,283 1,431,292 80,509
Other | 27 8 ,

Total ¥235,873 ¥10,199  ¥210,306 ¥7,327 $1,965,608  $84,992

 Off-balance sheet securifized

inste!lment accounts receivable (88,016) (89,550) {733,466)

Net ¥147.857  ¥10,199 ¥120756  ¥7,327 $1.232,142  $ 84992

In addition, the Group has unearned income of ¥219 million ($1,825 thousand) and ¥258 million ot
March 31, 2003 and 2002, respectively, related to loans other than those shown in the above table.

The securitized installment accounts receivable, which were not recognized on the balance sheets,
amounted to ¥88,016 million ($733,466 thousand) and ¥89,550 million at March 31, 2003 and 2002,
respectively.

Note 6:

LOAN GUARANTEES AND OBILIGATIONS UNDER LOAN GUARANTEES

The Group, as guarantor, recorded loan gfuarontees as a contra account of obligations under loan
guarantees. Unearned income relating to loan guarantees was ¥670 million ($5,583 thousand) and
¥1,294 million ot March 31, 2003 and 2002, respectively.
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Note 7: INVENTORIES
Inventories at March 31, 2003 and 2002 consisted of the following :

» Thousands of U.S,

Millions of Yen Dollars

2003 2002 2003
Property for sale ¥564 ¥1,025 $4,700
Supplies 160 190 1,333
Total ¥724 ¥1.215 $6,033

Note 8: MARKETABLE AND INVESTMENT SECURITIES
Marketable and investment securities as of March 31, 2003 and 2002 consisted of the following :
Thousands of U.S.
Miflions of Yen Dollors
2003 2002 2003
Current:
Government and corporate bonds ¥ 10 ¥ 269 $ 83
Other 500 4,167
Total ¥ 510 ¥ 26Q $ 4,250
Non-current:
Equity securities ¥ 9,476 ¥9.018 $78,967
Government and corporate bonds 120 10 1,000
Other 1,660 13,833
Total ¥11,256 ¥9,028 $93,800

Information on the marketable securities classified as available-for-sale at March 31, 2003 and 2002

was as follows :
Millions of Yen

2003 ‘
Unrealized Unrealized Fair
Cost Gains Losséi Value
Available-for-sale: .
Equity securities ¥7,112 ¥#165 ¥955 ¥6,322
Debt securities 130 130

¥7.242 ¥165 ¥955  ¥6,452
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Millions of Yen
2002
Unrealized  Unreclized Fair
Cost Gains losses Value
Available-for-sale :
Equity securities ¥6,679 ¥267 ¥8472 ¥6,104
Debt securities 270 270

¥6,949 ¥ 267 ¥B842  ¥6,374

Thousands of U.S. Dollars

2003
Unrealized Unrealized Fair
Cost Gains Losses Value
Available-for-sale:
Equity securities $59,267 $1,375 $7,958 $52,684
Debt securities 1,083 1,083

$60,350 $1,375 $7,958 $53,767

Available-for-sale securities and held-to-maturity securities whose fair value is not readily determinable
as of March 31, 2003 and 2002 were as follows :

Carrying amount

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003
Available-for-sale:
Equity securities ¥3,154 ¥23913 $26,283
. Other 2,160 18,000
Held-to-maturity securities Q
Total ¥5,314 ¥2,022 $44,283

Proceeds from sales of available-for-sale securities for the years ended March 31, 2003 and 2002 were
¥1,605 million ($13,375 thousand) and ¥1,517 million, respectively. Gross realized gains on these
sales, computed on the moving average cost basis, were ¥212 million ($1,767 thousand) and ¥140
million for the years ended March 31, 2003 and 2002, respectively, and gross redlized losses were ¥5
million ($42 thousand} and ¥2 million for the years ended March 31, 2003 and 2002, respectively.

The carrying values of debt securities by contractual maturities for securities classified as available-for-
sale ot March 31, 2003 are as follows :

Millions of Yen  Thousands of

U.S. Dollars
Available- Available-
forsale forsale
Due within one year ¥510 $4,250

Due after one year through five years 120 1,000
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Note 9: SHORT-TERM BORROWINGS AND LONG-TERM DEBT
Short-term borrowings at March 31, 2003 and 2002 consisted of the following :

Millions of Yen T?Sggﬂ:zf
2003 2002 2003

Commercial paper, 0.60% to 0.80%

{0.79% at March 31, 2002) ¥13,500  ¥15000 $112,500
Loans from banks, 0.80% to 2.75% '

(0.84% to 2.60% at March 31, 2002) 17,600 15,211 146,667
Loans from other financial institutions,

1.38% to 1.48% (1.48% at March 31, 2002) 6,000 2,000 50,000
Other (principally from leasing and factoring companies),

1.70% to 2.50% (2.40% to 2.90% at March 31, 2002) 31,765 20,281 264,708

Total ¥68865 ¥52.492 $573.875
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Long-term debt at March 31, 2003 and 2002 consisted of the following :

Thousands of U.S.
Miflions of Yen Dollars
2003 2002 2003

Loans from banks, 1.36% to 4.20%, due serially to 2008

{1.08% to 4.20%, due serially to 2007 ot March 31,2002) ¥ 531,189 ¥ 463,160 $ 4,426,575
Loans from other financial institutions, 1.50% to 4.20%, due

serially to 2008 (1.75% to 4.20%, due serially to 2007 at

March 31, 2002) 224,357 219,885 1,869,641
Syndicated loans, 0.89% to 1.78%, due serially to 2009

{2.50%, due serially to 2004 at March 31, 2002) 86,835 46,667 723,625
Unsecured 2.43% yen straight bonds, due 2002 10,000
Unsecured 1.73% to 3.65% yen straight bonds, due 2003

(1.50% to 3.20% at March 31, 2002) 20,000 75,000 166,667
Unsecured 2.00% to 2.53% yen straight bonds, due 2004 135,000 135,000 1,125,000
Unsecured 1.75% to 2.00% yen straight bonds, due 2005

{1.75% to 1.86% at March 31, 2002) 50,000 30,000 416,667
Unsecured 1.30% to 3.27% yen straight bonds, due 2006

(1.70% to 3.27% at March 31, 2002) 78,500 60,000 654,167
Unsecured 1.66% to 2.51% yen straight bonds, due 2007

(2.51% at March 31, 2002) 43,000 20,000 358,333
Unsecured 1.62% to 2.48% yen straight bonds, due 2008

(2.48% at March 31, 2002) 30,000 15,000 250,000
Unsecured 1.28% to 3.28% yen straight bonds, due 2009

(3.28% at March 31, 2002) 28,000 8,000 233,333
Unsecured 2.93% to 3.00% yen straight bonds, due 2010 20,000 20,000 166,667
Unsecured 3.65% Euro-yen straight bonds, due 2003 9,500 9,500 79167
Unsecured variable rate Euro-yen straight bonds, due 2006

(1.82% at March 31, 2003, 1.83% at March 31, 2002) 15,000 15,000 125,000
Unsecured 1.73% medium-term notes, due 2002 ‘ 3,000
Unsecured variable rate Euro-yen medium-term notes, due

2002 3,000 .
Unsecured 0.86% medium-term notes, due 2005 4,000 33,333
Unsecured 2.21% medium-term notes, due 2007 1,000 1,000 8,333
Unsecured 3.00% medium-term notes, due 2008 3,000 3,000 25,000
Unsecured 3.50% medium-term notes, due 2015 15,000 15,000 125,000
Other (principally from leasing and factoring companies), '

0.85% 1o 4.05%, due serially to 2008 {2.00% to 4.80%, at

March 31, 2002) 141,723 139,569 1,181,025
Total 1,436,104 1,291,781 11,967,533
Less current portion {490,653) [446,271)  (4,088,775)
Long-term debt, less current portion ¥ 945451 ¥ 845510 ¢ 7,878,758

The Company had an interest rate swap agreement that effectively converted variable rate interest
payable on ¥3,000 million of Euro-yen medium-term notes, due 2002, to a fixed rate of 1.75%.
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The aggregate annual maturities of long-term debt at March 31, 2003 were as follows : ‘
Thousands of U.S.

Year Ending March 31 Millions of Yen Dollars

2004 ¥ 490,653 $ 4,088,775
2005 405,586 3,379,883
2006 231,413 1,928,442
2007 135,057 1,125,475
2008 88,330 736,083
2009 and thereafter 85,065 708,875
Total ¥1,436,104 $11,967,533

At March 31, 2003, the following assets were pled%ed as collateral for short-term borrowings and long-
term debt {including current porfion of long-term debt) :
Millions of Yen Thousands of U.S.

Dollars

Time deposits ¥ 642§ 5350
loans 707,844 5,898,700
Installment accounts receivable 44,759 372,992
Property for sale 137 1,141
Investment securities 266 2,217
Property, plant and equipment, net of accumulated depreciation 2,664 22,200
Other assets 1 8
Total ¥756,313  $6,302,608
Related liabilities:

Short-term borrowings ¥ 37,265 $ 310,542

Long-term debt (including current porfion of long-term debt) 589,224 4,910,200

Trade accounts payable 219 1,825
Total ¥626,708  $5,222,567

The above table includes loans related to securitized loans of ¥203,483 million ($1,695,692 thousand),
and related liabilities (long-term debt including current portion) of ¥123,868 ($1,032,233 thousand).
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In addition, if requested by lending financial institutions, the Group has committed to pledge collateral for
loans other than those shown in the above table. At March 31, 2003, related liabilities for which lending
financial institutions can request the Group to pledge collateral consisted of the following :

Millions of Yen ”’°“Sggﬂgr‘s” us.
Short-term borrowings ¥ 2000 $ 16,667
Long-term debt (including current portion of long-term debt) 165,798 1,381,650
Total ¥167,798 $1,398,317

At March 31, 2003, other current assets amounting to ¥15,784 million {$131,533 thousand) were
pledged as collateral for the interest rate swap contracts.

Note 10:

RETIREMENT AND PENSION PLANS

The Company and certain consolidated subsidiaries have contributory and non-contributory funded
pension plans covering substantially all employees. Under the pension plans, employees terminating their
employment are, in most circumstances, enfitled to pension payments based on their average pay c?uring
their employment, length of service and certain other factors. If the termination is involuntary, employees
are usually entitled to larger payments than in the case of voluntary termination. .
The liability for retirement benefits includes retirement benefits to directors and corporate auditors of
¥1,151 million {$9,592 thousand) and ¥1,068 million at March 31, 2003 and 2002, respectively.

The liability for employees’ retirement benefits at March 31, 2003 and 2002 consisted of the following :

Thousands of U.S.

Millions of Yen Dollars

2003 2002 ' 2003
Projected benefit obligation ¥ 22,410 ¥ 19,542 $186,750
Fair value of plan assets (13,661) {12,350) (113,842)
Unrecognized prior service cost 1,232 1,394 10,267
Unrecognized actuarial loss {2,357) {2,628) {19,642)
Net liability ¥ 7,624 ¥ 5058 $ 63,533
Prepaid pension cost 12 100
Liability for employees’ refirement benefits ¥ 7636 ¥ 5958 $ 63,633

The components of net periodic benefit costs for the years ended March 31, 2003 and 2002 were as
follows :

Thousands .of Us.

Millions of Yen Dollars

2003 2002 2003
Service cost ¥1,486 ¥1,373 $12,383
Interest cost 503 528 4,192
Expected return on plan assets (264) 291) (2,200)
Amortization of prior service cost (162) (573] (1,350)
Recognized actuarial loss 1,624 316 13,533

Net periodic benefit costs ¥3,187 ¥1,353 $26,558




Assumptions used for the years ended March 31, 2003 and 2002 were set forth as follows :

2003 2002
Discount rate 1.5% to 2.5% 2.5% 10 3.0%
Expected rate of return on plan ossets 1.5% to 2.5% 1.5% 10 2.5%
Amortization period of prior service cost:
Company Full amount charged to  Full amount charged to
income as incurred income as incurred
One consolidated subsidiary 10 years 10 years
Recognition period of actuarial gain / loss:
Company Full amount charged to  Full amount charged to
income as incurred income as incurred
One consolidated subsidiary 10 years 10 years

Note 11:

SHAREHOLDERS’ EQUITY

Japanese companies are subject to the Japanese Commercial Code (the “Code”) to which certain
amendments became effective from October 1, 2001.

The Code was revised whereby common stock par value was eliminated resulting in all shares bein
recorded with no par value onJl at least 50% of the issue price of new shares is required to be recorged
as common stock and the remaining net proceeds as additional paid-in capital, which is included in
capital surplus. The Code permits Japanese companies, upon approval of the Board of Directors, to issue
shares to existing shareholders without consideration as a stock split. Such issuance of shares generally
does not give rise to changes within the shareholders’ accounts.

The revised Code also provides that an amount at least equal to 10% of the aggregate amount of cash
dividends and certain other appropriations of retained earnings associated wit c§31 outlays applicable
to each period shall be appropriated as a legal reserve (a component of retained earnings) until such
reserve and additional paid-in capital equals 25% of common stock. The amount of total additional paid-
in capital and legal reserve that exceeds 25% of the common stock may be available for dividends by
resolution of the shareholders. In addition, the Code permits the transfer of a portion of additional paid-
in capital and legal reserve to the common stock by resolution of the Board ot Directors.

The revised Coge eliminated restrictions on the repurchase and use of treasury stock allowing Japanese
companies to repurchase treasury stock by a resolution of the shareholders at %e eneral shareholders
meeting and dispose of such treasury stock by resolution of the Board of Directors%eginning April 1,
2002. The repurchased amount of treasury stock cannot exceed the amount available for future dividend
plus amount of common stock, additional paid-in capital or legal reserve to be reduced in the case where
such reduction was resolved at the genero?shareholders meeting.

The amount of retained earnings available for dividends under the Code was ¥297,779 million
($2,481,492 thousand) as of March 31, 2003, based on the amount recorded in the parent company’s
general books of account. In addition to the provision that requires an appropriation gr a legal reserve
in connection with the cash payment, the Code imposes certain limitations on the amount of retained
earnings available for dividends.

Dividends are approved by the shareholders at a meeting held subsequent fo the fiscal year to which
the dividends are applicable. Semiannual interim dividends may also be paid upon resolution of the
Board of Directors, subject to certain limitations imposed by the Code.

At the Shareholders” General Meeting held on June 27, 2001, the Company’s shareholders approved
the following stock option plan for the Company’s directors and key employees. The plan provides for
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~ granting options fo directors and key employees to purchase up to 223 thousand shares of the

Company’s common stock. The options were granted to purchase common stock at the higher of 103% of
the average fair market price for the preceding month of the grant, or the fair market price at the time of
grant. The stock options are exercisable from July 1, 2003 to June 30, 2006. The Company plans to
issue acquired treasury stock upon exercise of the stock options. The freasury stock will be purchased
from the open market for a total consideration not to exceed ¥4,100 million.

On August 25, 2001, the Company issued 8,500 thousand shares of its common stock at ¥10,241 per
share, for gross proceeds of approximately ¥87,048 million. On the issuance of common stock, ¥43,528
million ong ¥43,520 million were credited to common stock and additional paid-in capital, respectively.

On May 27, 2002, the Board of Directors resolved that the number of common shares the Company is
authorized to issue was increased from 224 million shares to 373.5 million shares. This resolution was
approved at the Shareholders’ General Meeting held on June 26, 2002.

At the Shareholders’ General Meeting held on June 26, 2002, the Company’s shareholders approved
that the Company is authorized to purchase treasury stock of the Company up to 9 million shares
(aggregate amount of ¥90,000 miﬁion) in the period from the closing of this Shareholders’ General
Meeting to that of the next Shareholders’ General Meeting.

At March 31, 2003, the Company has not yet repurchased shares of the Company’s common stock
under this plan. Approval of a successor plan is described in Note 17.

On October 1, 2002, the Company acquired all 2,000 shares of the common stock of City Green
Corporation in exchange for 1,314,000 shares of the Company’s common stock, according to an
agreement dated August 27, 2002. On the exchange of common stock, ¥394 million ($3,283 thousand)
was credited to additional paid-in capital based on the book value of the acquired net assets. In addition,
effective October 1, 2002, the above shares were revalued at market in accordance with the purchase

method of accounting which resulted in an increase to additional paid-in capital of ¥9,684 million
($80,700 thousand).

Note 12:
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INCOME TAXES

The Company and its domestic subsidiaries are subject to Japanese national and local income taxes.
On March 31, 2003, a tax reform law was enacted in Japan which changed the normal effective
statutory tax rate from 41.9% to 40.4%, effective for years Eeginning April 1, 2004, The effect of this

change was to decrease deferred tax assets by ¥580 million ($4,833 thousand) in the consolidated
balance sheet and to decrease deferred taxes by ¥569 million ($4,742 thousand) in the consolidated
statement of income for the year ended March 31, 2003.




The tax effects of si?nificcnf temporary differences and tax loss carryforwards which resulted in deferred
tax assets and liabilities ot March 31, 2003 and 2002 are os follows :

Millions of Yen mousggﬂf,;’ us.
2003 2002 2003
Current Deferred Tax Assets :

Provision for doubtful loans ¥ 9009 ¥ 6,629 $ 75,075

Charge-ofts for doubtful loans 8,345 1,058 69,542

Tax loss carryforwards 3,089 25,742

Enterprise tax payable 2,106 940 17,550

_ Accrued bonuses 1,337 1,145 11,142

Unrecorded accrued interest on loans 1,427 11,892

Other 436 4572 3,632

Total 25,749 10,224 214,575

Less valuation allowance {151) (253) (1,258)

Net 25,598 Q971 213,317
Current Deferred Tax Liabilities -

Other 15 125
Net deferred tax assets ¥25,583 ¥ Q071 $213,192
Non-current Deferred Tax Assets @

Tax loss carryforwards ¥20,786 ¥32,657 $173,217

Provision for employees’ retirement benefits 3,063 2,462 25,525

Provision for doubtful loans 1,948 1,995 16,233

Depreciation and amortization 1,759 2,480 14,658

Other 2,284 1,579 19,033

Total 29,840 41,182 248,666

Less valuation allowance {13,243) [19,918) {110,358)

Net 16,597 21,264 138,308
Non-current Deferred Tax Liabilities -

Unrealized gain on available-for-sale securities 6 50
Net deferred tax assets ¥16,591 ¥21,264 $138,258

A valuation allowance is established to reduce certain deferred tax assets with respect to deductible
temporary differences and net operating loss carryforwards where it is more likely than not that they will

not be realized.
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A reconciliation between the normal effective statutory tax rates and the actual effective tax rates reflected
in the accompanying consolidated statements of income for the years ended March 31, 2003 and 2002
is as follows :

2003 2002
Normal effective statutory tax rates 41.9% 41.9%
Additional taxation on undistributed income 5.9 5.9
Inhabitant's taxes 0.3 0.5
Expenses not deductible for income taxes purposes 1.4 8.3
Decrease of valuation allowance (5.9) {12.6)
Adjustment resulting from a reformed tax law 0.5
Other, net (0.0) 0.3
Actual effective tax rates 44.1% 44.3%

Note 13: RELATED PARTY TRANSACTIONS
The balance due from an unconsolidated subsidiary at March 31, 2003 and 2002 was as follows:
Thousands of
Millions of Yen U.S. Dollars
2003 2002 2003
Advances to an unconsolidated subsidiary ¥3,615 . ¥4,305 $30,125
An allowance has been provided for the entire amount of the advances to this unconsolidated subsidiary.
In consideration of the unconsolidated subsidiary’s financial condition, the Company does not charge
interest on such advances.
Note 14: LEASES

The Group leases vehicles, computer equipment, furniture and fixtures, office space and other assets. bk

Total rental expenses including lease payments under finance leases for the years ended March 31, 2003
and 2002 were as follows : '

Millions of Yen Thousands of U.S. Dollars
lease lease

RT :ﬂ% Poymenls RTeOr:?oll Poyments
Expenses Under Finance Expenses Under Finance
pe leases P leases
Year Ended March 31 :
2003 ¥24,359  ¥7,721 $202,092 $64,342 i«“
2002 22,961 7,014 !

Tathedy
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Pro forma information of leased property such as acquisition cost, accumulated depreciation, obligations
under finance leases, depreciation expense, and interest expense of finance leases that do not transfer

ownership of the leased property to the lessee on an “as if capitalized” basis for the years ended March
31, 2003 and 2002 were as follows :

Thousands of U.S.

Millions of Yen Dollars
Machinery and Equipment Mgémg%n?nd

2003 2002 2003
Acquisition cost ¥33,486 ¥33,146 $279,050
Accumulated depreciation 23,006 21,621 191,717
Net leased property ¥10,480 ¥11,225 $ 87,333
Obligations under finance leases Thovsonds of U,

Millions of Yen Dollars

2003 2002 2003
Due within one year ¥ 4,125 ¥ 6,086 $ 51,042
Due after one year 7,752 8,181 64,600
Total ¥13,877 ¥14,267 $115,642

Depreciation expense and interest expense, which are not reflected in the accompanying consolidated
statements of income, computed under a declining-balance method and the interest method, respectively
for the years ended March 31, 2003 and 2002 were as follows :

Thousands of U.S.

Millions of Yen Dollars

2003 . 2002 2003
Depreciation expeﬁse ¥7 039 ¥6,704 $58,658
Interest expense 362 488 3,017

The minimum rental commitments under noncancellable operating leases at March 31, 2003 and 2002
were as follows :

Thousands of U.5.

Millions of Yen Dollars

2003 2002 2003
Due within one year | ¥111 ¥15 $ 925
Due after one year 324 17 2,700
Total ¥435 ¥32 $3,625

Note 15:

DERIVATIVES

The Group enters into inferest rate swap and interest rate cap contracts as @ means of managing its
interest rate exposures on certain liabilities.

Such derivative transactions are entered into to hedge interest exposures incorporated within its
business. Accordingly, market risk in these derivatives is theoretically offset by opposite movements in the
value of hedged liabilities. The Group does not hold or issue derivatives for trading and speculative
purposes.
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Because the counterparties to these derivatives are limited to major financial institutions, the Group does
not anticipate any losses arising from credit risk., _

Derivative transactions entered into by the Group have been made in accordance with internal policies,
which regulate the authorization and credit limit amount.

The Group had no derivative instruments outstanding at March 31, 2003 and 2002.

Interest rate swap and cap contracts which qualify for hedge accounting and meet specific matching -
criteria are exclucﬁad from disclosure of market value information.

Note 16: NET INCOME PER SHARE

Fclxlsic net income per share {"EPS”) for the years ended March 31, 2003 and 2002 is computed as

ollows :

Yen in millions Thog}i‘;’r’i of Yen  Dollars
Weighted
Netincome  average EPS
shares
For the year ended March 31, 2003 :
Basic EPS
Net income available to common shareholders ¥ 590,812 93,810 ¥637.59  $5.3]
For the year ended March 31, 2002 :
Basic EPS
Net income available to common shareholders ¥ 34,961 89,908 ¥388.85

Diluted EPS is not disclosed because it is anti-dilutive for the years ended March 31, 2003 and 2002.
Note 17: SUBSEQUENT EVENTS _

At the Shareholders’ General Meeting held on June 26, 2003, the Company’s shareholders approved the

following appropriations of retained earnings and purchase of treasury stock.

a. Appropriations of Retained Earnings

The following appropriations of retained earnings at March 31, 2003 were approved :

Millions of Yen T(-I}?sggﬁ:;f

Year-end cash dividends, ¥30 {$0.25) per share ¥2 834 $23,617

Bonuses to directors and corporate auditors o8 817

b. Purchase of treasury stock

The Company is authorized to purchase treasury stock of the Company up to 9 million shares (aggregate

amount of ¥90,000 million ($750,000 thousand)} in the period from the closing of this Shareholders’

General Meeting to that of the next Shareholders” General Meeting.
Note 18: SEGMENT INFORMATION
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Most of the Group’s business is related to a single segment, lending. The Group does not operate outside
Japan. Accordingly, information about industry and geographic segments was not presented.




Deloitte % Shimbashi & Co.
Touche

Tohmatsu

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholders of
Aiful Corporation:

We have audited the accompanying consolidated balance sheets of Aiful Corporation and
consolidated subsidiaries as of March 31, 2003 and 2002, and the related consolidated
statements of income, shareholders’ equity, and cash flows for the years then ended, all expressed
in Japanese yen. These consolidated financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these consolidated financial statements
based on our audits.

We conducted our audits in accordance with auditing standards, procedures and practices
generally accepted and applied in Japan. Those standards require that we plan and perform the
audit fo obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Aiful Corporation and consolidated subsidiaries as
of March 31, 2003 and 2002, and the consolidated results of their operations and their cash flows
for the years then ended in conformity with accounting principles cncf practices generally accepted
in Japan.

Our audits also comprehended the translation of Japanese yen amounts into'U.S. dollar amounts

and, in our orinion, such translation has been made in conformity with the basis stated in Note 3.
Such U.S. dollar amounts are presented solely for the convenience of readers outside Japan.

Dulitts ol Toboio Slumbashe & Co-

DELOITTE TOUCHE TOHMATSU SHIMBASHI & CO.
Kyoto, Japan Osaka, Japan

June 26, 2003
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Non-Consolidated Balance Sheets

AIFUL Corporation

Morch 31, 2003 ond 2002 Thousands of U.S.
Millions of Yen Dollars {Note 3)
ASSETS 2003 2002 2003
CURRENT ASSETS :
Cash and cash equivalents ¥ 84244 ¥ 937255 $§ 702,033

Time deposits 242 138 2,017
Marketable securities (Note 6) 10 83
Loans (Notes 4 and 7) 1,413,340 1,313,690 11,777,833
Allowance for doubtful loans (70,479) (58,689) (587,325)
Net loans 1,342,861 1,255,001 11,190,508
Inventories (Notes 5 and 7) 336 680 2,800
Prepaid expenses 3,609 3,495 30,075 .
Deferred tax assets (Note 9) 12,437 7,589 103,642
Other current assets (Note 7) 70117 31,860 584,309
Total current assets 1,513,856 1,392,018 12,615,467
PROPERTY, PLANT AND EQUIPMENT : :
land 5,613 5,284 46,775
Buildings and structures 22,885 23,084 190,708
Machinery, vehicles and equipment 10,769 10,007 89,742
Construction in progress 3,094 25,783
Total 42,361 38,375 353,008
Accumulated depreciation (16,676} (15,068]) (138,966)
Net property, plant and equipment 25,685 23,307 214,042
INVESTMENTS AND OTHER ASSETS :
Investment securities (Notes 6 and 7) 7,539 6,539 62,825
Investments in and advances to subsidiaries
and associated companies 280,138 266,814 2,334,483
Claims in bankruptcy (Note 4) 16,906 14,267 140,883
Allowance for advances to subsidiary and
claims in bankruptcy (18,348) (17,220} (152,200)
Software, net 7,607 2,354 63,392
Long-term loans {less current porfion) 16,753 8,671 139,608
Lease deposits 8,312 8,652 69,267
Long-term prepayments 3,519 1,566 29,325
Deferred tax assets (Note 9} 5,166 4,348 43,050
Deferred losses on hedging instruments,
mainly interest rate swaps 33,675 22,931 280,625
Other assets 5,404 6,621 45,033
Total investments and other assets 366,671 325,543 3,055,591
TOTAL ¥1,906,212 ¥1,740,868 $15,885,100

See notes to nonconsolidated financial statements.
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Thousands of U.S.

Millions of Yen Dollars {Note 3}
LIABILITIES AND SHAREHOLDERS’ EQUITY 2003 3002 2003
CURRENT LIABILITIES :
Short-term borrowings {Note 7) ¥ 27000 ¥ 29000 $ 225,000
Current portion of long-term debt (Note 7) 447 876 430,785 3,732,300
Trade notes payable 4,286 3,572 35717
Trade accounts payable 4,493 5,408 37,442
Income taxes payable 37,128 15,912 309,400
Accrued expenses 7,029 6,449 58,575
Other current liabilities 1,443 1,244 12,024
Total current liabilities 529,255 492,370 4,410,458
LONG-TERM LIABILITIES :
Long-term debt {less current portion) (Note 7) 870,449 803,194 7,253,742
Liability for retirement benefits (Note 2.g) 3,441 2,395 28,675
Interest rate swaps 32,120 22,305 267 667
Other long-term liabilities 113 111 941
Total long-term liabilities 906,123 828,005 7,551,025
CONTINGENT LIABILITIES (Note 11)
SHAREHOLDERS’ EQUITY (Notes 8 and 13):
Common stock,
authorized, 373,500,000 shares in 2003 and
224,000,000 shares in 2002; issued, 94,690,000
shares in 2003 and 93,376,000 shares in 2002 83,317 83,317 694,308
Capital surplus - '
Additional paid-in capital 90,225 89,831 751,875
Retained earnings : :
Legcl reserve 1,566 1,566 13,050
Unappropriated 298,177 248,086 2,484,808
Net unrealized loss on available-for-sale
securities {398) (261) {3,3164)
Total 472,887 422,539 3,940,725
Treasury stock, at cost — 221,638 shares in 2003
and 220,585 shares in 2002 {2,053) {2,046} {17,108)
Total shareholders’ equity 470,834 420,493 3,923,617

TOTAL

¥1,906,212 ¥1,740,868 $15,885,100
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Non-Consolidated Statements of Income
AlFUL Corporation

Years Ended March 31, 2003 and 2002 silions of or Thousgg#; rc;f Us.
(Note 3)
2003 2002 2003
INCOME :
Interest on loans ¥315,600 ¥206,034  $2,630,000
Interest on deposits, securities and other 4,721 3,912 39,342
Sales of property for sale 306 2,824 2,550
Income from restaurant business and other 936 1,247 7,800
Recovery of loans previously charged off 3,897 3,779 32,475
Cther income 4,687 4,047 39,058
Total income 330,147 311,843 2,751,225
EXPENSES :
Interest on borrowings 32,692 30,829 272,433
Cost of sales of property for sale 296 2,678 2,466
Charge-offs and provision for doubtful loans,
advances to subsidiary and claims in bankruptcy 90,725 67,931 756,042
* Salaries and other employees’ benefits 26,991 23,114 224,925
Advertising expenses 15,377 19,274 128,142
Rental expenses 15,536 15,004 129,467
Commissions and fees 9,624 9,723 80,200
Supplies 1,269 1,205 10,575
Loss on write-down of investment securities 360 549G 3,000
Loss on write-down of inventories 36 2,195 300
Depreciation and amortization 3,512 4,515 29,267
Provision for employees’ retirement benefits 2,213 369 18,442
Provision for retirement benefits to directors and
corporate auditors 75 111 625
Stock issue costs 4,235
Loss on sales of property, net 2 31,185 17
Other expenses 24,881 26,182 207,341
Total expenses 223,589 232,189 1,863,242
INCOME BEFORE INCOME TAXES 106,558 72,654 887,983
INCOME TAXES (Note 9) : |
Current 56,825 35,001 473,542
Deferred {5,585) [6Q0) (46,542)
Total income taxes 51,240 34,305 427,000
NET INCOME ¥ 55,318 ¥ 38,349 § 440,983
Yen U.S. Dollars
AMOUNTS PER COMMON SHARE (Notes 2.r and 12) :
Basic net income ¥588.63 ¥425.39 $4.91
Cash dividends applicable to the year 60.00 50.00 0.50

See notes io nonconsolidated financial statements.




Non-Consolidated Statements of Shareholders’ Equity

AIFUL Corporation
Years Ended March 31, 2003 and 2002

Thousands Millions of Yen
Capital Surplus Reiained Earnings
Number of Shares of  Common Additional N%(ljmelo\ized
Common Stock Stock Paid-in Capital legal Reserve  Unapproprited o AICQ(HEESIL Treasury Stock
e forsale Securities
BALANCE AT APRIL 1, 2001 84,876 ¥39,789 ¥46,311 ¥1,301  ¥214,969 ¥ 231
Net income 38,349
Cash dividends paid, ¥55 per share (4,880)
Transfer fo legal reserve 265 [265)
Bonuses fo directors and corporate auditors (87)
Netincrease inreasury sock 120,585 shores) (Note ] ¥(2,0406)
Public offering {Note 8) 8,500 43,528 43,520
Netunrealized koss on ovalablerfor-scl securifes (492)
BALANCE AT MARCH 31, 2002 Q3,376 83,317 89,831 1,566 248,086 (261) {2,046)
Net income 55,318
Cash dividends paid, ¥55 per share (5,124)
Bonuses o directors and corporate auditors (103)
Acguisifon of City Green Corporaion [Note 8] 1,314 394
Net unreized loss on ovalble-orsal securies (137)
Net increase in reasury stock {1,053 shores) (7)
BALANCE AT MARCH 31, 2003 94,690 ¥83,317 ¥00,225 ¥1,566 ¥298,1/77 ¥({398) ¥{2,053)
Thousands of U.S. Dollars (Note 3)
Capital Surplus Retained Earnings
Common Additional N%é}i:rfngd _
Stock Paid-in Capital legal Reserve  Unappropriated on Avalobls Treasury Stock
forsale Securities
BALANCE AT MARCH 31, 2002 $694,308 $748,592  $13,050 $2,067,383 $(2175)  $(17,050)
Net income 460,983
Cash dividends paid, $0.46 per share (42,700)
Bonuses to directors and corporate audifors {858)
Acquisition of City Green Corporation [Note 8) 3,283
Net unrealized loss on available-for-sale securifies (1,141)
Net increase in freasury stock (1,053 shares) (58]
BALANCE AT MARCH 31, 2003 $694,308 $751,875 $13,050 $2,484,808 $(3,316) ${17,108)

See notes to nonconsolidated financial siatements.
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Notes to Non-Consolidated Financial Statements
AIFUL Corporation

Years Ended March 31, 2003 and 2002

T T T
T D I N

Note 1: BASIS OF PRESENTING NON-CONSOLIDATED FINANCIAL STATEMENTS

The accompanying non-consolidated financial statements of AIFUL Corporation {the “Company” ) have
been prepared from the Company’s non-consolidated financial statements issued for domestic reporting
purposes in accordance with the provisions set forth in the Japanese Securities and Exchange Law. The
Company maintains its accounts and records in accordance with the provisions set forth in the
Commercial Code of Japan {the “Code” } and in conformity with accounting principles and practices
generally accepted in Japan, which are different in certain respects as to application and disclosure
requirements of International Financial Reporting Standards. The non-consolidated financial statements
are not intended to present the financial position and results of operations in accordance with accounting
principles and practices generally accepted in countries and jurisdictions other than Japan.

As consolidated statements of cash flows and certain disclosures are presented in the consolidated
financial statements of the Company, non-consolidated statements of cash flows and certain disclosures
are not presented herein in accordance with accounting procedures generally accepted in Japan.

In preparing these non-consolidated financial statements, certain reclassifications and rearrangements
have been made to the Company’s non-consolidated financial statements issued domestically in order to
present them in a form which is more familiar to readers outside Japan. In addition, certain
reclassifications have been made in 2002 non-consolidated financial statements to conform to the
dassifications used in 2003.

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Non-Consolidation - The non-consolidated financial statements do not include the accounts of
subsidiaries. Investments in subsidiaries and associated companies are stated at cost.

b. Cash Equivalents - Cash equivalents are short-term investments that are readily convertible into cash
and that are exposed to insignificant risk of changes in value.
Cash equivalents include time deposits and certificate of deposits which mature or become due within
three months of the date of acquisition.

c. Inventories - Inventories include property for sale and supplies. Property for sale is stated at the lower
~ of cost or market, cost being determined by the specific identification method. Depreciation of property
for sale currently rented is computed by the same method, as applied to property, plant and
equipment. Supplies are stated at the most recent purchase price, which approximates cost defermined
by first-in, first-out method.

d. Marketable and Investment Securities - Held-to-maturity debt securities are reported ot amortized cost
and available-for-sale securities are reported at fair value, with unrealized gains and losses, net of
applicable taxes, reported in a separate component of shareholders' equity. The cost of securities sold
is determined bosecr on the moving-average method. Non-marketable available-for-sale securities are
stated at cost determined by the moving-average method. For other than temporary declines in fair
value, investment securities are reduceg to net realizable value by a charge to income.

e. Property, Plant and Equipment - Property, plant and equipment are stated at cost. Depreciation is
computed by the declining-balance method. The range ot useful lives is principally from 7 to 50 years
for buildings and structures and from 2 to 20 years for machinery, vehicles and equipment.

f. Software - Expenditures for the purchase of software, which meet certain future-fests, are capitalized
as software and amortized by the straight-line method over the estimated useful lives of five years.

g. Liability for Retirement Benefits - The Company has contributory and non-contributory funded pension
plans covering substantially all employees. Under the pension plans, employees terminating their
employment are, in most circumstances, entitled to pension payments based on their average pay




during their employment, length of service and certain other factors. If the termination is involuntary,
employees are usually enﬁtleg to larger payments than in the case of voluntary termination.

The Company accounted for the net liability for retirement benefits based on projected benefit
obligation anc}l plan assets at the balance sheet date.

Lio%ih'ry for retirement benefits to directors and corporate auditors is provided at the amount which
would be required if they retired at each balance sheet date.

The balances of retirement benefits include those to directors and corporate auditors in the amount of
¥1,110 million {$9,250 thousand) and ¥1,056 million for the years ended March 31, 2003 and
2002, respectively. '

. Allowances for Doubtful Loans - The allowance for doubtful loans is stated in amounts considered to
be appropriate based on the Company’s past credit loss experience and an evaluation of potential
losses in the receivables outstanding.

i. Leases - All leases are accounted for as operating leases. Under Japanese accounting standards for
leases, finance leases that deem to transfer ownership of the leased property to the lessee are to be
capitalized, while other finance leases are permitted to be accounted for as operating lease
transactions if certain “as if capitalized” in&rmoﬁon is disclosed in the notes to the lessee’s non-
consolidated financial statements.

. Income Taxes - The provision for income taxes is computed based on the prefax income included in the
non-consolidated statements of income. The asset and liability approach is used to recognize deferred

tax assets and liabilities for the expected future tax consequences of temporary differences between the
carrying amounts and the tax bases of assets and liabilities. Deferred taxes are measured by applying

currently enacted tax laws to the temporary differences.

. Appropriations of Retained Earnings - Appropriations of retained earnings are reflected in the non-
consolidated financial statements for the following year upon shareholders’ approval.

. Foreign Currency Transactions - All short-term and long-term monetary receivables and payables
denominated in foreign currencies are translated into Japanese yen at the exchange rates at the
balance sheet date. The foreign exchange gains and losses from translation are recognized in the non-
consolidated statements of income.

.Interest on Loans - Interest on loans is recorded on an accrual basis. In accordance with the practice
prevailing in the industry, the Company records accrued interest to the extent that the realization of
such income is considered fo be certain. '

. Interest on Borrowings - Interest on financial liabilities is accounted for as operating expenses while
other interest is included in other expenses.

. Stock Issue Costs - Stock issue costs are charged to income as incurred.

. Bonds Issue Costs - Bonds issue costs, which are included in other assets, are amortized ratably over
periods up to three years.

. Derivatives and Hedging Activities - The Company uses derivative financial instruments to manage its
exposures to fluctuations in interest rates. Interest rate swaps and caps are utilized by the Company to
reduce interest rate risks. The Company does not enter into derivatives for trading or speculative
purposes. The accounting standard for derivative financial instruments requires that: a} all derivatives
are recognized as either assets or liabilities and measured at fair value, and gains or losses on
derivative transactions are recognized in the non-consolidated statements of income, and b) for
derivatives used for hedging purposes, if derivatives qualify for hedge accounting because of high
correlation and effectiveness Eefween the hedging instruments and 3.3 hedged items, gains or losses
on derivatives are deferred until maturity of the hedged transactions..
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The interest rate swaps and caps which qualify for hedge accounting and meet specific matching
criteria are not remeasured at market value but the differential paid or received under the swap or cap
agreements are recognized and included in interest expense or income.

r. Per Share Information - Effective April 1, 2002, the Company adopted a new accounting standard for
earnings per share of common stock issued by the Accounting Standards Board of Japan. Under the
new standard, basic net income per share is computed by dividing net income available to common
shareholders, which is more precisely computed than under previous practices, by the weighted-
average number of common shares outstanding for the period.

Diluted net income per share of common stock reflects the potential dilution that could occur if
securities were exercised or converted into common stock and assumes full exercise of outstanding
stock opfions. Basic net income per share for the years ended March 31, 2003 and 2002 are
computed in accordance with the new standard. Diluted net income per share is not disclosed because
it is anti-dilutive.

Cash dividends per share presented in the accompanying non-consolidated statements of income are
dividends applicable to the respective years including dividends to be paid after the end of the year.

Note 3:

TRANSLATION INTO UNITED STATES DOLLARS
The non-consolidated financial statements are stated in Japanese yen, the currency of the country in

~ which the Company is incorporated and operates. The translation of Japanese yen amounts into U.S.

dollar amounts are included solely for the convenience of readers outside Japan and have been made at
the rate of ¥120 to $1, the approximate rate of exchange at March 31, 2003. Such translations should
not be construed as representations that the Japanese yen amounts could be converted into U.S. dollars
at that or any other rate.

Note 4:

LOANS
Loans ot March 31, 2003 and 2002 consisted of the following {before allowance for doubtful loans) :
Thousands of U.S.
Miflions of Yen Dollors
2003 2002 2003
Unsecured ¥1,068,151 ¥1,019,203 § 8,901,258
Secured 322,840 277,671 2,690,333
Small business loans 22,349 16,726 186,242
Total ¥1,413,340 ¥1,313,690 $11,777,833
Registered moneylenders are required to disclose the following information under the Non-Bank Bond
Law. Thousonds of U.S.
Millions of Yen Dollars
2003 2002 2003
Loans in legal bankruptcy . ¥20,340 ¥16,457 $169,500
Nonaccrual loans 31,834 23,334 265,284
Accruing loans contractually past due three months or more ,
as to principal or interest payments 11,218 8,031 93,483
Restructured loans 32,517 29,305 270,975

Total ¥95 909 ¥78,027 $799,242




Loans in legal bankruptcy are loans in which accruals of interest are discontinued (excluding the portion
recognizec? as bad debts), based on management’s judgment as to the collectibility of principal or interest
resulting from the past due payment of interest or principal and other factors. Allowances for claims in
bankruptcy are stated at such amount less net realizable value of collateral.

Nonaccruol loans are loans in which accruals of interest are discontinued, and those other than loans in
legal bankruptcy as well as loans receiving regular payments in case of granting deferral of interest
payment to the debtors in financial difficulties to assist them in their recovery.

Accruing loans contractually past due three months or more as to principal or interest payments are
loans for which payments of principal or interest have not been received for a period of three months or
more beginning with the next business day following the last due date for such payments. Loans classified
as loans in legal bankruptcy and nonaccrual loans are excluded from accruing loans contractually past
due three months or more.

Restructured loans are loans on which creditors grant concessions (e.g., reduction of the stated interest
rate, deferral of interest payment, extension of maturity date, waiver o?the face amount, or other
concessive measures) to the debtors in financial difficulties to assist them in their recovery and eventually
enable them to pay creditors. Loans classified as loans in legal bankruptey, nonaccrual loans and
accruing loans contractually past due three months or more are excluded.

At March 31, 2003 and 2002, the Company had the balances related to revolving loan contracts of
¥1,071,918 million ($8,932,650 thousand) and ¥1,023,875 million, respectively, whereby a
commitment is set up for each loan customer and the Company is obligated to ch/ance funds up to a
predetermined amount upon request. At March 31, 2003 and 2002, the balances of unadvanced
commitments were ¥496,448 million ($4,137,067 thousand) and ¥444,662 million, respectively. The
loan contract contains provisions that allow the Company to reduce the contract amount of the
commitment or refuse to advance funds to loan customers under certain conditions.

Note 5: INVENTORIES
Inventories at March 31, 2003 and 2002 consisted of the following :
Thousands of
Millions of Yen U.S. Dollars
2003 2002 2003
Property for sale ¥336 ¥668 $2,800
Supplies 12
Total ¥336 ¥680 $2,800
Note 6: MARKETABLE AND INVESTMENT SECURITIES

Disclosure of cost and fair value of marketable and investment securities at March 31, 2003 and 2002 is
not presented herein, as such information is not required in non-consolidated financial statements.
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Note 7: SHORT-TERM BORROWINGS AND LONG-TERM DEBT
Short-term borrowings ot March 31, 2003 and 2002 consisted of the following :

Thousands of U.S.
Millions of Yen Dollars
2003 2002 2003
Commercial paper, 0.80%
(0.79% at March 31, 2002) ¥13,000 ¥15,000 $108,333
Loans from banks, 0.80% to 1.05%
{0.84% to 1.11% at March 31, 2002) 10,000 12,000 83,334
Loans from other financial institutions,
1.38% to 1.48% (1.48% at March 31, 2002) : 4,000 2,000 33,333

Total ¥27,000 ¥29,000 $ 225,000
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Long-term debt at March 31, 2003 and 2002 consisted of the following :

Thousands of U.S.
Millions of Yen Dollars
2003 2002 2003

Loans from banks, 1.36% to 4.20%, due serially to 2008

(1.08% to 4.20%, due serially to 2007 ot March 31, 2002) ¥ 453,029 ¥ 420,031 $ 3,775,241
Loans from other financial institutions, 1.50% to 4.20%, due

serially to 2008 (1.75% to 4.20%, due serially to 2007 at

March 31, 2002) 211,169 219,047 1,759,742
Syndicated Loans, 0.89% to 1.78%, due serially to 2009
(2.50%, due serially to 2004 at March 31, 2002) 77,834 46,666 648,617
Unsecured yen straight bonds, due 2002 (2.43% at March 31,
2002) 10,000
- Unsecured 1.73% to 3.65% yen straight bonds, due 2003
- (1.36% to 3.20% at March 31, 2002) 20,000 75,000 166,667
Unsecured 2.00% to 2.53% yen straight bonds, due 2004 135,000 135,000 1,125,000
Unsecured 1.75% to 2.00% yen straight bonds, due 2005
(1.75% to 1.86% at March 31 , 2002) 50,000 30,000 416,667
Unsecured 1.30% to 3.27% yen straight bonds, due 2006
(1.70% to 3.27% ot March 31, 2002) 78,500 60,000 654,167
Unsecured 1.66% to 2.51% yen straight bonds, due 2007
(2.51% at March 31, 2002) 43,000 20,000 358,333
Unsecured 1.6% to 2.48% yen straight bonds, due 2008 (2.48%
at March 31, 2002) - 30,000 15,000 250,000
Unsecured 1.28% to 3.28% yen straight bonds, due 2009
(3.28% at March 31, 2002) 28,000 8,000 233,333
‘Unsecured 2.93% to 3.00% yen straight bonds, due 2010 20,000 20,000 166,667
Unsecured 3.65% Euro-yen straight bonds, due 2003 9,500 3,500 79,167
Unsecured variable rate Euro-yen straight bonds, due 2006
(1.82% at March 31, 2002) 15,000 15,000 125,000
Unsecured 1.73% medium-term notes, due 2002 3,000
Unsecured variable rate Euro-yen medium-term notes, due 2002 3,000
Unsecured 0.86% medium-term notes, due 2005 4,000 33,333
Unsecured 2.21% medium-term notes, due 2007 1,000 1,000 8,333
Unsecured 3.00% medium-term notes, due 2008 3,000 3,000 25,000
Unsecured 3.50% medium-term notes, due 2015 15,000 15,000 125,000
Other (principally from leasing and factoring companies),
0.85% to 2.65%, due serially to 2008 {2.00% to 4.80%, at
March 31, 2002) 124,293 125,735 1,035,775
Total 1,318,325 1,233,979 10,986,042
Less current portion (447,876) (430,785)  {3,732,300)
Long-term debt, less current portion ¥ 870,449 ¥ 803,194 § 7,253,742
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The Company had an inferest rate swap agreement that effectively converted variable rate interest
payable on ¥3,000 million of Euro-yen medium-term notes, due 2002, fo a fixed rate of 1.75%.

The aggregate annual maturities of long-term debt at March 31, 2003 were as follows :

Year Ending March 31 Millions of Yen mousggﬁ;,:f us.
2004 ¥ 447,876 $ 3,732,300
2005 352,141 2,934,508
2006 213,518 1,779,317
2007 132,735 1,106,125
2008 86,990 724917
2009 and thereafter 85,065 708,875
Total ¥1,318,325 $10,986,042

At March 31, 2003, the following assets were p|ed%ed as collateral for short-term borrowings and long- |
term debt {including current portion of long-term debt) :

Thousands of U.S.
Millions of Yen Dollars

Loans ¥640,485  $5,337,375

Property for sale ‘ 137 1,141

investment securifies 146 1,217

Total ¥640,768  $5,339,733
Related liabilities -

Long-term debt (including current
portion of long-term debt) ¥516,444  $4,303,700

Land and other assets of Marutoh KK, the Company’s subsidiary, were pledged as collateral for the
above liabilities. '

In addition, if requested by lending financial institutions, the Company has committed to pledge collateral
for loans other than those shown in the above table.

At March 31, 2003, related liabilities for which lending financial institutions can request the Company
to pledge collateral consisted of the following :

Thousands of U.S.
Millions of Yen Dollars -
Short-term borrowings ¥ 2000 $ 16667
Long-term debt (including current portion
of long-term debt) 142 800 1,190,000
Total ¥144,800 $1,206,667

At March 31, 2003, other current assets amounting to ¥15,784 million ($131,533 thousand), were
pledged as collateral for the interest rate swap contracts.




Note 8:

SHAREHOLDERS’ EQUITY

Japanese companies are subject to the Japanese Commercial Code (the “Code”) to which certain
amendments became effective from October 1, 2001. R

The Code was revised whereby common stock par value was eliminated resulting in all shares bein
recorded with no par value and at least 50% of the issue price of new shares is required to be recorc?ed
as common stock and the remaining net proceeds as additional paid-in capital. The Code permits
companies, upon approval of the Board of Directors, to issue shares to existing shareholders without
consideration as a stock split. Such issuance of shares generally does not give rise to changes within the
shareholders’ accounts.

The revised Code also provides that an amount at least equal to 10% of the aggregate amount of cash
dividends and certain orﬁer appropriations of retained earings associated wit cosﬁw outlays applicable
to each period shall be appropriated as a legal reserve until such reserve and additional paid-in capital
equals 25% of common stock. The amount o? total additional paid-in capital and legal reserve that
exceeds 25% of the common stock may be available for dividends by resolution ofe;ie shareholders. In
addition, the Code permits the transfer of a portion of additional paid-in capital and legal reserve to the
common stock by resolution of the Board of Directors.

The revised Code eliminated restrictions on the repurchase and use of treasury stock allowing
companies fo repurchase treasury stock by a resolution of the shareholders at the general shareholders
meeting and dispose of such treasury stock by resolution of the Board of Direcfors%eginning April1,
2002. The repurchased amount of treasury stock cannot exceed the amount available for future dividend
plus amount of common stock, additional paid-in capital or legal reserve to be reduced in the case where
such reduction was resolved at the general shareholders meeting.

The amount of retained earnings available for dividends under the Code was ¥297,779 million :
($2,481,492 thousand) as of March 31, 2003, based on the amount recorded in the Company’s general
books of account. In addition to the provision that requires an appropriation for a legal reserve in
connection with the cash payment, the Code imposes certain limitations on the amount of retained
earnings available for dividends.

Dividends are approved by the shareholders at a meeting held subsequent to the fiscal year to which
the dividends are applicable. Semiannual interim dividenc?s may also be paid upon resolution of the
Board of Directors, subject to certain limitations imposed by the Code.

At the Shareholders” General Meeting held on June 27, 2001, the Company's shareholders approved
the following stock option plan for the Company’s directors and key employees.

The plan provides for granting options fo directors and key employees to purchase up to 223 thousand
shares of the Company’s common stock. The options were granted to purchase common stock at the
higher of 103% of the average fair market price for the preceding month of the grant, or the fair market
price at the time of grant. The stock options are exercisoﬁle from July 1, 2003 to June 30, 2006. The
Company plans to issue acquired treasury stock upon exercise of the stock options. The treasury stock
will be purchased from the open market for a tota?consideroﬁon not to exceed ¥4,100 million.

On August 25, 2001, the Company issued 8,500 thousand shares of its common stock at ¥10,241 per
share, for gross proceeds of approximately ¥87,048 million. On the issuance of common stock, ¥43,528
million ang ¥43,520 million were credited to common stock and additional paid-in capital, respectively.

On May 27, 2002, the Board of Directors resolved that the number of common shares the Company is
authorized fo issue was increased from 224 million shares to 373.5 million shares. This resolution was
approved at the Shareholders’ General Meeting held on June 26, 2002.

At the Shareholders’ General Meeting held on June 26, 2002, the Company’s shareholders approved
that the Company is authorized to purchase treasury stock of the Company up to 9 million shares
(aggregate amount of ¥90,000 mih)ion) in the period from the closing of this Shareholders’ General
Meeting to that of the next Shareholders” General Meeting. At March 31, 2003, the Company has not
yet repurchased shares of the Company’s common stock under this plan. Approval of a successor plan is
described in Note 13.

On October 1, 2002, the Company acquired all 2,000 shares of City Green Corporation (“City
Green”), a holding company of City’s Corporation {“City’s”), in exchange for 1,314,000 shares of the
Company’s common stock, according to an agreement dated August 27, 2002. As a result, City Green
became a wholly owned subsidiary of the Company effective October 1, 2002. On the exchange of
common stock, ¥394 million ($3,283 thousand) were credited to additional paid-in capital based on the
book value of the acquired net assets.
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Note 9:
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INCOME TAXES

The Company and its domestic subsidiaries are subject to Japanese national and local income taxes.

On March 31, 2003, o tax reform law was enacted in Japan which changed the normal effective
statutory tax rate from 41.9% to 40.4%, effective for years beginning April 1, 2004. The effect of this
change was to decrease deferred tax assets by ¥179 million ($1,492 thousand) in the non-consolidated
balance sheet and to decrease deferred taxes by ¥169 million {$1,408 thousand) in the non-
consolidated statement of income for the year ended March 31, 2003.

The tax effects of significant tempora?/ differences which resulted in deferred tax assets and liabilities at
|

March 31, 2003 and 2002 are as follows :

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003

Current Deferred Tax Assets :

Provision for doubtful loans ¥ 6,634 ¥4896 $ 557283

Enterprise tax payable 2,096 888 17,467

Charge-offs for doubtful loans 1,453 862 12,108

Unrecorded accrued interest on loans 1,400 11,667

Accrued bonuses 816 716 6,800

Other 38 227 317
Current deferred tax assets ¥12,437 ¥7 580  $103,642
Non-current Deferred Tax Assets :

Provision for doubtful loans ¥ 1,031 ¥ 1095 $ 16092

Depreciation and amortization 1,108 816 9,233

Provision for employees’ retirement benefits 941 544 7,842

Provision for retirement benefits to directors and corporate

avditors 448 443 3,733

Unrealized loss on available-for-sale securities 270 188 2,250

Other 468 362 3,900
Non-current deferred tax assets ¥ 5166  ¥4348 § 43,050

A reconciliation between the normal effective statutory tax rate for the years ended March 31, 2003 and
2002 and the actual effective tax rates reflected in the accompanying non-consolidated statements of
income is as follows :

2003 2002
Normal effective statutory tax rates 41.9% 41.9%
Increase in tax rate resulting from:
Additional taxation on undistributed income 5.8 4.7
Other, net 0.3 0.6

Actual effective tax rates 48.0% 47 .2%




Note 10:

LEASES

The Company leases vehicles, computer equipment, furniture and fixtures, office space and other assets.

Total rental expenses including lease payments under finance leases for the years ended March 31, 2003
and 2002 were os follows :

Millions of Yen Thousands of U.S. Dollars
lease lease
Toil Payments Tolal Payments
Rental Undar i Rental "
Exoen nder Finance £ Under Finance
penses leases Xpenses leases
Year Ended March 31 : :
2003 ¥15536  ¥5319 $129,467 $44,325

2002 15,004 5,738

Pro forma information of leased property such as acquisition cost, accumulated depreciation, obligation
under finance leases, depreciation expense, and interest expense of finance leases that do not transfer

ownership of the leased property to the lessee on an “as if capitalized” basis for the years ended March
31, 2003 and 2002 were as follows :

" Thousands of

Millions of Yen U.S. Dollars

Machinery, Machinery,

vehicles and vehicles and

equipment equipment

2003 2002 2003

Acquisition cost ¥22,493 ¥26,570 $187,442
Accumulated depreciation 17,363 18,586 144,692
Net leased property ¥ 5130 ¥ 7084 $ 42750
Obligations under finance leases : Thousands of

Millions of Yen U.S, Dollars
2003 2002 2003
Due within one year ¥3,919 ¥ 4811 $32,659
Due after one year 3,631 5,792 30,258
Total ¥7,550  ¥10,603 $62,917

Depreciation expense and interest expense, which are not reflected in the cccomporging non-
consolidated statements of income, computed under a declining-balance method and the interest method,
respectively, for the years ended March 31, 2003 and 2002 were as follows :

o Thousands of
Millions of Yen U.S. Dollars
2003 2002 2003
Depreciation expense ¥4,769 ¥5474 $39,742
Interest expense 231 339 1,925




Note 11:

CONTINGENT LIABILITIES
At March 31, 2003, contingent liabilities were ¥28,528 million ($237,733 thousand) of guarantees and
similar items of bank loans, including those relating to an associated company in the amount of ¥9,500
million ($79,167 thousand).
Note 12: NET INCOME PER SHARE
Basic net income per share (“EPS”) for the years ended March 31, 2003 and 2002 is computed as
follows :
Yen in millions Thou}s’ands of Yen Dollars
shares
Weighted
Netincome — average EPS
For the year ended March 31, 2003: shares
Basic EPS
Net income available to common shareholders ¥55220 93,810 ¥588.63 $4.9]
For the year ended March 31, 2002:
Basic EPS
Net income available to common shareholders ¥38,246 89,008 ¥425.39
Diluted EPS is not disclosed because it is anti-dilutive for the years ended March 31, 2003 and 2002.
Note 13: SUBSEQUENT EVENTS
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At the Shareholders’ General Meeting held on June 26, 2003, the Company’s shareholders approved the
following appropriations of retained earnings and purchase of treasury stock. '

{a) Appropriations of Retained Earnings

The following appropriations of retained earnings at March 31, 2003 were approved:

Thousands of

Millions of Yen U.S. Dollars
Year-end cash dividends, ¥30 ($0.25) per share ¥2,834 $23,617
Bonuses to directors and corporate auditors 98 817

{b) Purchase of treasury stock

The Company is authorized to purchase treasury stock of the Company up to 9 million shares (aggregate
amount of ¥90,000 million ($750,000 thousand)) in the period from the closing of this Shareholders’
General Meeting to that of the next Shareholders’ General Meeting.




Deloitte % Shimbashi & Co.
Touche

Tohmatsu

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholders of
Aiful Corporation:

We have audited the accompanying non-consolidated balance sheets of Aiful Corporation as of
March 31, 2003 and 2002, and the related non-consolidated statements of income, shareholders’
equity for the years then ended, all expressed in Japanese yen. These non-consolidated financial
statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these non-consolidated financial statements based on our cucﬁfs.

We conducted our audits in accordance with auditing standards, procedures and practices
generally accepted and applied in Japan. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overal? inancial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the non-consolidated financial statements referred to above present fairly, in all
mcferiarres ects, the financial position of Aiful Corporation as of March 31, 2003 and 2002, and
the results of its operations for the years then ended in conformity with accounting principles and
practices generally accepted in Japan.

Our audits also comprehended the translation of Japanese yen amounts into U.S. dollar amounts

and, in our opinion, such translation has been made in conformity with the basis stated in Note 3.
Such U.S. dollar amounts are presented solely for the convenience of readers outside Japan.

Oulyitte Tooshe Tokmin S lymbashl & Co-

DELOITTE TOUCHE TOHMATSU SHIMBASHI & CO.
Kyoto, Japan Osaka, Japan

June 26, 2003
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SIX-YEAR SUMMARY

Years ended March 31 2003 2002 2001

‘Results for the Fiscal Year:
Total income
Total expenses
Income before income taxes
i Income faxes
Deferred income taxes

Net income

At Year-End: -
Balance of loans outstcnding
Tofcl 'osséts v
Short- %erm borrowmgs
- Long ferm debt, mcludmg current porhon fhereof

Total shcreholders equity

Per Share Data (Yen):
Net mcome _ ,
Ad|usted For stock sphfs
Shdreholders’,,e’quity S
Ad|usted for stock splits
Cosh dwndends
Adjusted for stock splits

Other Data:

’ Number of shares outstanding it year-end :
Number of customer accounts at year-end
Number of branches at year-end

Number of employees at year-end

¥ 451,148
343,715
107,453
47,426
(10,129)
59,911

¥1,670,782

228213

68,865

1,436,104

485,991

¥ 83

5,143

60

94,690,000
3,521,857
1,963
6,123

¥ 400,014
338,166
61,848
27,385
(8,908)
35,064

¥1,482,796
12,029,634
52, 492

1291 78] B

421,343

¥ 1389 o

4,523

50

93,376,000
3,336,340
1,903
5,810

¥ 281,719
189,145
92,574
44,371
(1,833)
48,253

¥1,261,042
1,865,537
" 47,323

1,191,942

306,550

84,876,000
3,043,022
1,758
5,750

We started compiling our financial statements on a consolidated basis starting the fiscal yeor ended March 31, 2001.
Thus, figures for prior years are provided only on a non-consolidated basis.
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¥ 239,200
154,490
84,710
42,399
1,793
44,104

¥1,001,080
1,182,468
28,700
863,469
252,903

¥ 786
524

4,508
3,005

60

40

56,103,000
1,975,068
1,311
3,263

¥205,536
140,777
64,759
36,311

28,448

¥837,982
996,524
58,900
704,275
203,749

¥ 6
339
4,358
2,421

60

33

46,752,500
1,822,261
1,009

3,141

Millions of Yen

¥180,181
117,080
63,101
38,097

25,004

¥702,446
876,727
98,000
600,505
146,255

¥ 602
334

3,421
1,901

40

33

42,752,500
1,706,030
807

2,731

s e

SIX-YEAR SUMMARY

Note

. On April 16, 1998, four million new shares were issued through on overseas

public offering, primarily in Europe.

. On May 20, 1999, each commen, par value share held as of March 31,

1999, was split into 1.2 shares according to the provisions of Article 218 of
the Japanese Commercial Code. As a result, the outstanding stock volume
increased by 9,350,500 shares. Net income per share for the fiscol year
through March 2000 was calculated as if the stock split had been
implemented at the beginning of the term.

. On May 22, 2000, each common, par value share held as of March 31,

2000, was split into 1.5 shares according to the provisions of Article 218 of
the Japanese Commercial Code. As a result, the outstanding stock volume
increased by 28,051,500 shares. Net income per share for the fiscal year
through March 2001 was celeulated as if the stock split had been
implemented at the beginning of the term.

. On June 1, 2000, 721,500 new shares were issued through an exchange of

shares agreement concluded with Sinwa Co., Lid.

. On August 25, 2001, 3,500,000 new shares were issued through o

domestic public offering, while 5,000,000 new shares were issued through
an overseas public offering, primarily in Europe.

. On October 1, 2002, 1,314,000 new shares were issued through on

exchange of shares agreement concluded with City Green Corporation in
connection with the October 2002 acquisition of City's, a small business
loan company.

. Starting in 2003, shareholders' equity per share, net income per share, and

diluted net income per share are calculated based on the Accounting
Siandard for Earnings Per Share {Accounting Stondard No. 2} and the
implementation Guidance for Accounting Standord for Earnings per Share
(Implementation Guidance for Accounting Standard No. 4).

”
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BOARD OF DIRECTORS >

AIFUL CORPORATION {As of June 26, 2003)

Yoshitaka Fukuda

Taichi Kawakita

President of Happy Credit Corporation
President of Sinwa Co., Lid.

Katsuhide Horiba

Sadatoshi Kobayashi

Chief of Finance Division
Guarantee Business Department
Information Systems Department

Administration Office

Yuji Kataoka

Chief of Personal Division

Yasutaka Fukuda
Yoshimasa Nishimura

Koji Imada

Shintaro Hashima

Takashi Koumoto
Masami Munetake
Yasuo Yanagibashi
Masayuki Sato
Hiroshi Abe

Kazumitsu Oishi
Tsuneo Sakai

Takashi Noda

Deputy Chief of Finance Division
Inspection Department

Administration Department

Credit Risk Management

Operations Department

General Affairs Department

Legal Department

General Manager — Accounting Department
Chief of Management Planning Division
Chief of Loan Business Division

Senior Managing Director, LIFE Co., Lid.
Chief of Business Management Division
Chief of the President’s Office
Managing Director, LIFE Co., Ltd.

Public Relations Department

President of AsTry Loan Services Corporation

Masanobu Hidaka
Tadao Mushiake
Yoshitaka Ebisuzaki

Yoshinobu Azuma




INVESTOR INFORMATION >

Corporate Profile  {As of March 31, 2003)
Corporate Name . AIFUL CORPORATION
-Address of Head Office ;" 381-1, Takasago-cho, Gojo-Agaru, Karasuma-Dori,
Shimogyo-ku, Kyoto 600-8420, Japan
I "Phane: 075-201-2000
Date of Establishment April 1967
Number of Employees © 3,502

Shareholders Infdi’mqtion

. -Number of Shares of Common Stck = Authorized: 373,500,000 shares
- lssved and Qutstanding @ 94,690,000 shares

| _ ‘ Number 9\‘c Shareholders  : 7,740
' * Independent Auditors  : Deloitte Touche Tohmctsu/Shlmboshl & Co.

. Transfer Agent and Registrar : The Sumitomo Trust & Banking Co., Ltd.

Stock Listing "~

Tokyo Stock.EX;hdnge : The First Section

Osaka Securities Exchange : The First Section

- Securities. Code © 8515 -

- For further information and additional copies of this annual report, please contact

, Investor Relations Section
Tokyo Office

Tokyo-Ekimae Bldg., 5th Floor, 1-5, Yoesu 2-chome, Chuo—ku Tokyo 104-0028, Jopcn

~ Phone:03-3274 -4561
Fox. :03-3274-4579

E- moll lr@olful co.ip

_ Investor Relation Website .

== || statements and results, but also qualifative information such as our corporate-

As part of our continuous efforts to disclose information on a timely and fair

' mdnn‘ef, we at AIFUL have implemented an overhaul of our IR website in
£ April 2003. We are constantly working to improve the level of our
il disclosure by making available not only quantitative data such as financial

philosophy and sirategy, the status of the consumer credit market and our

-/ {| business environment, -

hﬂp:// www.ir-giful.com
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